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1 Docket No. 93586 

Floyd W. Jefferson, Petitioner , 

v. 

Commissioner of Internal Revenue, Respondent. 

Appearances: 

For Taxpayers: George D. Brabson, Esq., D. H. Blair, 
Esq. 

For Comm’r.: Mr. Murdock. 

Year 1935 Docket Entries 

1938 

May 17—Petition received and filed. Taxpayer notified. 
(Fee not paid) 

Jun. 3—Fee paid (check) 

“ 3—Amended petition filed by taxpayer. 

“ 4—Copy of petition and amended petition served on 

General Counsel. 

“ 22—Request to place on Washington, D. C. calendar 

filed by taxpayer. 6/22/38 copy served. 

“ 23—Notice of appearance of George D. Brabson as 

counsel for taxpayer filed. 

“ 23—Notice of appearance of D. H. Blair as counsel 

for taxpayer filed. 

Jul. 9—Answer to amended petition filed by General 
Counsel. 

“ 13—Copy of answer served on taxpayer. (Washing¬ 

ton, D. C. calendar) 

1939 

Jan. 11—Hearing set Feb. 28, 1939. 

Feb. 21—Motion for a continuance to April 17, 1939 filed 
by taxpayer. 2/23/39 granted and continued 
to April 24, 1939. 

Apr. 13—Stipulation to submit on the attached stipulation 
of facts and to set for hearing subsequent to 
May 7, 1939 filed. 
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Apr. 13—Stipulation of facts filed. 

“ 14—Order that this proceeding be assigned to Divi¬ 
sion No. 3 (Mr. Murdock) entered. 

“ 18—Order that time for filing briefs be fixed in ac¬ 

cordance with the rule of the Board and period 
for filing to start from April 18, 1939 entered. 
May 17—Brief filed by taxpayer. 

Jun. 5—Motion for leave to file brief, brief lodged as of 
June 3, 1939, filed by General Counsel. 6/5/39 
granted. 

“ 6—Copy of brief served on General Counsel. 

J'ul. 25—Opinion rendered, John E. Murdock, Div. 3. De¬ 
cision will be entered for the respondent. 

“ 29—Decision entered, J. E. Murdock, Div. 3. 

Oct. 26—Stipulation of venue filed. 

“ 28—Petition for review by U. S. Court of Appeals for 

the District of Columbia with assignments of 
error filed by taxpayer. 

“ 28—Proof of service filed by taxpayer. 

Dec. 2—Praecipe for record filed with proof of service 
thereon. 

2 Endorsed: United States Board of Tax Appeals 

Filed Jun 3 1938 

Endorsed: Amended Petition Appeal Filed 5-17-38. 

United States Board of Tax Appeals 
Docket No. 93,586 
Floyd W. Jefferson, Petitioner 
v. 

Commissioner of Internal Revenue, Respondent 
Amended Petition 

The above named petitioner hereby petitions for a re¬ 
determination of the deficiency set forth by the Commis¬ 
sioner of Internal Revenue in his notice of deficiency 
(IT :A :1: :GC :90D), dated March 11, 1938, and as a basis 
for his proceeding alleges as follows: 

1. Petitioner is an individual, married, and residing at 
Short Hills, New Jersey, with principal place of business 
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at 90 Worth Street, New York, New York. The return for 
the period here involved was filed with the Collector of In¬ 
ternal Revenue for the Second District of New York. 

2. The notice of deficiency (a copy of which is attached 
and marked Exhibit A), was mailed to petitioner on March 
11,1938. 

3. The taxes in controversy are income taxes for the cal¬ 
endar year 1935, and involve a deficiency of $1,773.09, sub¬ 
stantially all of which is in controversy. 

4. The determination of the tax set forth in the said no¬ 
tice of deficiency is based upon the following error: 

(a) The Commissioner erred in disallowing as a deduc¬ 
tion from petitioner’s income for the year 1935 the 
3 sum of $7,769.54 paid by petitioner during said year 
as an ordinary and necessary expense of doing busi¬ 
ness. 

5. The facts upon which the petitioner relies as the basis 
of this proceeding are as follows: 

(a)(1) Petitioner was, during the years 1934 and 1935, 
a member of a partnership known as Iselin-Jefferson Co. 
of 90 Worth Street, New York City. This partnership acted 
as selling agents for a number of textile mills and for some 
years had been selling agents for the Fitzgerald Cotton 
Mills and the Cochran Cotton Mills. 

(a)(2) Before the Iselin-Jefferson Co. became the rep¬ 
resentative and selling agent for these two mills and would 
extend credit to them as factors, it was necessary to obtain 
some endorsement of their credit accounts, both with the 
Iselin-Jefferson Co. and with one of the New York City 
banks. Accordingly the petitioner agreed to endorse the 
credit accounts of the two mills, both with the Iselin-Jef¬ 
ferson Co. and at said bank. As the depression continued, 
however, and conditions became worse, the petitioner was 
called upon for some additional guaranty of his endorse¬ 
ment of these two accounts. Petitioner being then financi¬ 
ally involved and unable to furnish any additional guaranty 
proposed to the bank that he assign all beneficial interest in 
certain policies of insurance on his life to the bank. This 
plan of a guaranty was accepted by the bank and, accor¬ 
dingly, in 1934, the said policies of insurance were assigned 
by the petitioner to the bank. 
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4 (a)(3) During 1934 petitioner paid $5,891.34 in 
premiums upon said policies of insurance and 

charged the same in his accounts as an ordinary and neces¬ 
sary business expense in order to guarantee said accounts. 
In 1935, in order to maintain the business of these two mills, 
petitioner found it necessary to continue his guaranty and 
to continue the payment of the premiums upon said policies. 
In 1935 petitioner paid the sum of $7,769.54 as premiums 
upon said policies of insurance and charged the same as an 
ordinary and necessary business expense in guaranteeing 
said accounts. 

(a)(4) The total face amount of the policies issued upon 
petitioner’s life in connection with the above guaranties 
was $188,000. The total amount of the credit accounts for 
which these policies were assigned as a guaranty was in 
excess of $700,000. At the time these policies of insurance 
were issued petitioner’s liabilities exceeded his assets by 
several hundred thousand dollars. 

(a) (5) Petitioner claimed the amounts above set forth as 
ordinary and necessary business expenses in his returns 
for 1934 and 1935. The Commissioner disallowed both 
amounts upon the ground that they were simply payments 
of insurance premiums. The disallowance of the sum of 
$7,769.54 was the basis for the deficiency asserted against 
the petitioner for the year 1935 here in controversy. 

Wherefore, petitioner prays that the Board may hear 
this proceeding and determine that there is no defici- 

5 ency in income taxes against the petitioner for the 
year 1935, except as to an item of income of $340.03 

designated “Increase in partnership income” and as to 
another item of income of $379.06 designated “Refund of 
processing taxes ’ ’, both of which items are here conceded. 

(s) FLOYD W. JEFFERSON 
Petitioner 

State of New York, County of New York, ss. 

Floyd W. Jefferson, being duly sworn, says that he is the 
petitioner above named; that he has read the foregoing 
amended petition and is familiar with the statements con¬ 
tained therein, and that the statements contained therein 
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are true, except those stated to be upon information and 
belief, and that those he believes to be true. 

(s) FLOYD W. JEFFERSON 

Subscribed and sworn to before me this 31st day of May, 
1938. 

(s) CHARLES HERZOG 
(Seal) Notary Public. 

N. Y. Co. Clk’s No. 43, Reg. No. 9-H50. 

Certificate filed in Nassau Co. No. 583. 

Commission Expires March 30, 1939. 

6 Exhibit A 

Mar 111938 

IT :A :1 
GC-90D 

Mr. Floyd W. Jefferson 
90 Worth Street 
New York, New York 

Sir: 

You are advised that the determination of your income 
tax liability for the taxable year ended December 1935 dis¬ 
closes a deficiency of $1,773.09 as shown in the statement 
attached. 

In accordance with section 272(a) of the Revenue Act of 
1934, notice is hereby given of the deficiency mentioned. 
Within ninety days (not counting Sunday or a legal holiday 
in the Distrist of Columbia as the ninetieth day) from the 
date of the mailing of this letter, you may file a petition 
with the United States Board of Tax Appeals for a re¬ 
determination of the deficiency. 

Should you not desire to file a petition, you are requested 
to execute the enclosed form and forward it to the Commis¬ 
sioner of Internal Revenue, Washington, D. C., for the at¬ 
tention of IT:l:P-7. The signing and filing of this form 
will expedite the closing of your return by permitting an 
early assessment of the deficiency, and will prevent the 
accumulation of interest, since the interest period tenni- 
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nates thirty days after filing the form, or on the date assess¬ 
ment is made, which ever is earlier. 

Respectfully, 

GUY T. HELVERING, 
Commissioner. 

By (Sgd) JOHN R. KIRK 
Deputy Commissioner 

7 Statement 

IT :A :1 
GC-90D 

Mr. Floyd W. Jefferson 
90 Worth Street 
New York, New York 

Tax Liability for Taxable Year Ended 
December 31, 1935 

Liability Assessed Deficiency 
Income tax $3,648.48 $1,875.39 $1,773.09 

In making this detennination of your income tax liability, 
careful consideration has been given to the internal reve¬ 
nue agent’s report dated March 29, 1937; to your protests 
dated May 8, 1937, June 11, 1937, June 19, 1937, and to an 
undated protest filed December 7, 1937; to the statements 
made at the conferences held in the office of the agent in 
charge at 90 Church Street, New York, New York on June 
11, 1937 and in this office on October 7,1937. 

Adjustments to Net Income 

Net income as disclosed by return $22,691.65 

Unallowable deductions and 
additional income 

(a) Insurance premiums disallowed $7,769.54 

(b) Increase in partnership income 340.03 

(c) Refund of processing taxes 379.06 8,488.63 


Net income adjusted $31,180.28 

Explanation of Adjustments 

(a) This item represents insurance premiums claimed in 
your return which have been disallowed. 
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Section 24(a) of the Revenue Act of 1934 prohibits de¬ 
ductions of insurance premiums paid on Life insurance pol¬ 
icies where the taxpayer is either directly or indirectly a 
beneficiarv. 

Facts in the instant case fail to show that in no event 
would you benefit from the policies. The premiums thus 
coming within the specific inhibitions of section 24(a)(4) 
may not be deducted as ordinary and necessary business ex¬ 
penses. Your contentions relative to this item have ac¬ 
cordingly been denied. See appeal of J. H. Parker, 13 
Board of Tax Appeals 115, and Klein et al. v. Commissioner, 
84 Fed. (2d) 310. 

8 (b) and (c) An examination of the return filed by 

the partnership of Iselin-Jefferson Company dis¬ 
closes that your share of the profits was $30,250.98 instead 
of $29,910.95 as reported in your return. The difference, 
$340.03, has, therefore, been included in your income. In¬ 
formation on file in this office also discloses that during the 
year 1935 the partnership received a refund of processing 
taxes in the amount of $664.93 of which your share is 
$379.06. Your taxable income has accordingly been in¬ 
creased by $379.06. 


Computation of Tax 


Adjusted net income 

$31,180.28 

Less: 


Personal exemption and credit for 


dependents 

2,900.00 

Surtax net income 

$28,280.28 

Less: 


Dividends 

$3,284.44 

Earned income credit 


10% of $6,161.01 

615.10 3,899.54 

Net income subject to normal tax 

$24,380.74 

Normal tax at 4% on $24,380.74 

975.23 

Surtax on $28,280.28 

2,673.25 


Correct income tax liability $3,648.48 

Tax previously assessed, account #203326 1,875.39 


I 


! 




Deficiency in tax 


$1,773.09 
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A copy of this letter has been mailed to your representa¬ 
tive, Mr. George D. Brabson, 404 Transportation Building, 
Washington, D. C., in accordance with the authority con¬ 
ferred upon him in a power of attorney executed by you 
and on file with the Bureau. 

9 Endorsed: United States Board of Tax Appeals 
Filed Jul 9-1938 

United States Board of Tax Appeals 
Docket No. 93586 

Floyd W. Jefferson, Petitioner, 
v. 

Commissioner of Internal Revenue, Respondent. 

Answer to Amended Petition 

Comes Now the respondent, by his attorney, J. P. Wen- 
chel, Chief Counsel, Bureau of Internal Revenue, and for 
answer to the amended petition filed in the above-entitled 
appeal, admits and denies as follows: 

1: Admits the allegations contained in paragraph 1. 

2. Admits the allegations contained in paragraph 2. 

3. Paragraph 3 is denied, except it is admitted that income 
taxes for the calendar year 1935 in the amount of $1,773.09 
are in controversy. 

4. (a) Denies that the respondent committed the error 
alleged in subparagraph (a) of paragraph 4. 

5. (a)(1) through (a)(4) Denies the allegations contained 
in subdivisions (1) through (4) of subparagraph (a) of par¬ 
agraph 5. 

(a)(5) Subdivision (5) of subparagraph (a) of para¬ 
graph 5 is denied, except it is admitted that petitioner 
claimed the amount of $7,769.54 as ordinary and necessary 
business expense in his return for the year 1935. 

10 6. Denies each and every material allegation not 
hereinbefore specifically admitted or denied. 
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Wherefore, it is prayed that the taxpayer’s appeal be 
denied. 

(Signed) J. P. WENCHEL 

GWK 
Chief Counsel, 

Bureau of Internal Revenue. 

Of Counsel: 

L. H. RUSHBROOK, 

D. D. SMITH, 

Special Attorneys, 

Bureau of Internal Revenue. 

DDS :EMM 7-8-38 

11 United States Board of Tax Appeals 

Floyd W. Jefferson, Petitioner, 
v. 

Commissioner of Internal Revenue, Respondent. 
Docket No. 93586. Promulgated July 25, 1939. 

Deduction—Insurance Premiums.—Where the petitioner 
used his life insurance policies to support his guarantee of 
the debts of two customers of his partnership and it does 
not appear whether or not the proceeds would be needed to 
pay those debts, the premiums on the policies are not de¬ 
ductible. Sec. 24 (a) (4), Revenue Act of 1934. 

Opinion. 

Murdock : The Commissioner determined a deficiency in 
income tax of $1,773.09 for the year 1935. The only issue 
for decision is whether the petitioner is entitled to deduct, 
as an ordinary and necessary expense, a part of $7,769.54 
paid as premiums on insurance upon his own life. The facts 
are found as stipulated by the parties. 

The petitioner, an individual, was a member of the part¬ 
nership of Iselin-Jefferson Co., during 1935 and for several 
years prior thereto. The other partner, William Iselin & 
Co., likewise a partnership, furnished most of the capital, 
while the petitioner furnished valuable personal service 
and contacts with textile mills. The partnership acted as 
selling agent for textile mills, including the Fitzgerald Cot¬ 
ton Mills and Cochran Cotton Mills. These two mills were 
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heavily indebted in 1931 to William Iselin & Co. and to a 
bank. The mills needed additional funds to operate. The 
“petitioner’s relationship as a partner in Iselin-Jefferson 
Company had also become involved ’ ’ so that the other part¬ 
ner was considering a dissolution. The petitioner had to 
furnish some additional guarantee in order to retain the 
accounts of the two mills and thus continue the partnership, 
which was his only source of livelihood. He, therefore, 
guaranteed the debts of the two mills to his partner and the 
bank, assigned a life insurance policy on his life for $78,000 
to the bank, and named his partner as beneficiary in policies 
on his life for $100,000. He agreed to pay the premiums 
on the policies. No change was made in the policies there¬ 
after through 1935. The petitioner paid the pre- 
12 miums on those policies and also on another policy 
during 1935. The petitioner does not contend that 
the premium upon the latter policy is deductible. The total 
premiums paid on all policies in 1935 was $7,769.54, of which 
$314.40, apparently, is not now claimed as a deduction. The 
assets of the petitioner in 1935 were worth about $161,- 
388.36, excluding the policies for $178,000, above mentioned, 
and his interest in the partnership. The debts of the two 
mills which he had guaranteed amounted to $544,938.88 in 
1935. He also owed $159,000 to his partnership and about 
$20,000 to others in 1935. The financial condition of the 
two mills is not disclosed in this record. The petitioner de¬ 
ducted $7,769.54 on his return for 1935 as an ordinary and 
necessary expense of his business and the Commissioner 
disallowed the deduction in determining the deficiency. 
Other adjustments are not contested. 

Section 24 (a) of the Revenue Act of 1934 provides that 
no deduction shall be allowed for “premiums paid on any 
life insurance policy covering the life of any officer or em¬ 
ployee, or of any person financially interested in any trade 
or business carried on by the taxpayer, when the taxpayer 
is directly or indirectly a beneficiary under such policy.” 
The petitioner cites some departmental rulings which, if 
they were not distinguishable, would only show inconsis¬ 
tency upon the part of the Commissioner and would not be 
authority for requiring the Commissioner to allow the de¬ 
duction claimed here. Furthermore, the cases ruled upon 
are distinguishable. Two of them involved premiums upon 
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surety bonds given to indemnify an employer in case of loss 
suffered as a result of (lie employment. In none of the 
cases could the proceeds of the bonds or insurance benefit 
the taxpayer by satisfying his debts or otherwise. The 
cases of Omaha Elevator Co., 6 B. T. A. 817, and L. Hyman 
& Co., 21 B. T. A. 159, mentioned in the petitioner’s brief, 
do not help him. 

The petitioner attempts to show some analogy between 
his case, where he was trying to protect his source of live¬ 
lihood, and cases where an employer pays premiums upon 
life insurance for employees. Cf. Berizzi Brothers Co., 16 
B. T. A. 1307; art. 24-3, Regulations 84. The analogy is not 
apparent to the Board. 

The respondent contends that the deduction is expressly 
denied by section 24 (a) (4). He argues that the petitioner 
would be benefited directly or indirectly within the meaning 
of the act if the proceeds of the policies were used to dis¬ 
charge the indebtedness of the petitioner. Edwin M. Klein, 
31 B. T. A. 910; affd., 84 Fed. (2d) 310; Rieck v. Heiner, 
25 Fed. (2d) 453; certiorari denied, 277 U. S. 608. See also 
Benjamin Barron, 14 B. T. A. 1022. Cf. Joseph Nussbaum, 
19 B. T. A. 868. The policies in the Klein, Rieck, 
13 and Barron cases were used as collateral by a pri¬ 
mary debtor, while here the petitioner used them to 
support his guarantee. This difference may or may not 
be important. A better case for the respondent is that of 
J. H. Parker, 13 B. T. A. 115. The record does not indicate 
that the two mills would never be able to discharge their 
own debts and thus relieve the petitioner from his guar¬ 
antee. If he were thus relieved, could he contend that these 
premiums were paid upon policies under which he would 
not benefit? This record does not show that he would not 
benefit directly or indirectly from these policies. Since he 
has failed to show that section 24 (a) (4) is inapplicable, 
consideration of whether the payments were ordinary and 
necessary expenses of any business of the petitioner be¬ 
comes unnecessary. Cf. Joseph Nussbaum, supra. 

Decision will be entered for the respondent. 
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United States Board of Tax Appeals 
Washington 

Docket No. 93586. 

Floyd W. Jefferson, Petitioner , 


v. 

Commissioner of Internal Revenue, Respondent. 

Decision 

Pursuant to the determination of the Board, as set forth 
in its Opinion, promulgated July 25, 1939, it is 

Ordered and Decided: That there is a deficiency in in¬ 
come tax of $1,773.09 for the year 1935. 

Enter: 

Entered Jul 29 1939 

(Signed) J. E. MURDOCK 
(Seal) Member. 

15 United States Board of Tax Appeals Filed Oct 26 
1939 

United States Board of Tax Appeals 

Board of Tax Appeals 
Docket No. 93586 

Floyd W. Jetferson, Petitioner , 
v. 

Commissioner of Internal Revenue, Respondent. 

Stipulation 

It is hereby stipulated by and between the parties hereto, 
acting through their respective counsel of record, that pur¬ 
suant to the provisions of Sec. 1002, Revenue Act of 1926, 
as amended by section 519(a), Revenue Act of 1934 (48 
Stat. 760, 26 U. S. C. A. sec. 1225), the appeal of the tax¬ 
payer from the final order and decision of the Board of Tax 
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Appeals heretofore entered herein on July 29, 1939, may be 
taken to the United States Court of Appeals for the Dis¬ 
trict of Columbia. 

GEORGE D. BRABSON 
Transportation Building, 
Washington, D. C. 

Attorney for Petitioner 

SAMUEL I. CLINE, JR. 
Attorney for Respondent 

16 Endorsed: United States Board of Tax Appeals. 
Filed Oct 28 1939 

United States Board of Tax Appeals 
Board of Tax Appeals Docket No. 93586 
Floyd W. Jefferson, Petitioner on Review, 

V. 

Guy T. Helvering, Commissioner of Internal Revenue, 

Respondent on Review. 

Petition for Review and Assignments of Error. 

To the Honorable Judges of the United States Court of 
Appeals for the District of Columbia: 

Now comes Floyd W. Jefferson in support of this his pe¬ 
tition for review, filed pursuant to the provisions of Secs. 
1001, 1002 and 1003 of the Revenue Act of 1926, as amended 
by Sec. 1101 of the Revenue Act of 1932 and by Sec. 519 
of the Revenue Act of 1934, and pursuant to a stipulation 
of venue heretofore filed by the parties herein under date 
of October 26th, 1939, for the review of the decision and 
final order of the Board of Tax Appeals entered the 29th 
day of July, 1939, determining and ordering a deficiency in 
income taxes against the petitioner for the calendar year 
1935 in the amount of $1,773.09; and shows to the Court as 
follows: 

I 

Your petitioner on review, hereinafter referred to as the 
taxpayer, is an individual residing at Short Hills, New 
Jersey, but with his office and principal place of business 
in New York, N. Y., and filed his income tax return for the 
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year in question with the Collector of Internal Reve- 

17 nue for the Second District of New York, whose 
office is located in the City of New York. 

Your respondent on review, hereinafter referred to as 
the Commissioner, is the duly appointed, qualified and act¬ 
ing Commissioner of Internal Revenue of the United States. 

II 

The Commissioner determined a deficiency in Federal 
income taxes against the taxpayer for the calendar year 
1935 in the amount of $1,773.09, and on March 11, 1938, in 
accordance with the provisions of Sec. 272(a), Revenue 
Act of 1934, sent to the taxpayer by registered mail a notice 
of said deficiency. Thereafter on May 17, 1938, taxpayer 
filed his appeal from said notice of deficiency to the United 
States Board of Tax Appeals, being Docket No. 93586. On 
June 3, 1938, taxpayer filed an amended petition, severing 
said appeal from another appeal for a prior year which 
had been improperly joined in the first petition. 

On July 25,1939, the Board of Tax Appeals promulgated 
its opinion, and on July 29, 1939, entered its final order 
and decision in said appeal wherein and whereby the Board 
ordered and decided that the deficiency determined by the 
Commissioner was correct, and that there was a deficiency 
against the taxpayer for the calendar year 1935 in the 
amount of $1,773.09. 

The opinion of the Board of Tax Appeals is reported 
in 40 B. T. A.-, No. 50. 

18 III 

The nature of the controversy is as follows: 

The taxpayer for several years prior to 1935 was a mem¬ 
ber of a partnership known as Iselin-Jefferson Company, 
of New York City. Iselin-Jefferson Company was com¬ 
posed of two partners, namely, Win. Iselin & Company, 
which was another partnership, and the taxpayer. 

The majority of the capital of Iselin-Jefferson Company 
was furnished by Wm. Iselin & Company, and the taxpay¬ 
er’s contribution to the partnership of Iselin-Jefferson 
Company was the personal services which he was able to 
give it as well as his contacts and associations with various 
textile mills. Taxpayer had had many years’ experience 
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in the textile business and his knowledge and experience in 
that business made his services of great value to Iselin- 
Jefferson Company. Taxpayer was personally known to 
many textile concerns and had contacts particularly with 
Southern textile manufacturers, which were of value to the 
partnership of Iselin-Jefferson Company. 

Iselin-Jefferson Company acted as cotton factors and 
selling agents for various textile mills, most of which were 
in the South. The principal mill accounts which the tax¬ 
payer had procured for Iselin-Jefferson Company were the 
Fitzgerald Cotton Mills of Fitzgerald, Georgia, and Coch¬ 
ran Cotton Mills of Cochran, Georgia. 

In 1931 these two cotton mills were heavily indebted to 
Wm. Iselin & Company for large amounts advanced for 
their accounts. The two cotton mills were likewise 
19 indebted in large amounts to the Chemical Bank & 
Trust Company of New York, and were totally un¬ 
able to continue further operations unless and until they 
could obtain further credits or financing. The two mills 
approached the taxpayer as their factor and advised him 
of their serious financial condition, and that they would be 
unable to operate any longer without financial assistance. 
Taxpayer’s relationship at that time with the partnership 
of Iselin-Jefferson Company had also become involved 
financially, and the dissolution of the partnership was be¬ 
ing seriously considered by Wm. Iselin & Company and by 
Oliver Iselin, the principal partner thereof. 

Taxpayer was accordingly confronted with the necessity 
of furnishing some additional guaranty which would enable 
him to maintain and retain the two accounts of the Fitz¬ 
gerald Cotton Mills and the Cochran Cotton Mills, or else 
be faced with the threatened dissolution of Iselin-Jefferson 
Company partnership. 

To enable these two cotton mills to continue operations 
and to retain their accounts for Iselin-Jefferson Company, 
taxpayer personally agreed to guarantee those two ac¬ 
counts to Wm. Iselin & Company and to the Chemical Bank 
& Trust Company. 

In order to indemnify Wm. Iselin & Company from loss 
by reason of the two cotton mill accounts aforesaid, tax¬ 
payer on January 29, 1931, made Wm. Iselin & Company 
the sole beneficiary of certain policies of insurance on his 
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own life aggregating $100,000, and agreed to maintain said 
insurance in said amounts and to pay the premiums 

20 thereon as long as the two cotton mills remained in¬ 
debted to it as aforesaid. 

In order to indemnify the Chemical Bank & Trust Com¬ 
pany from loss by reason of the two mill accounts afore¬ 
said, taxpayer on May 3, 1932, made an irrevocable assign¬ 
ment of a policy of life insurance on his own life in the 
amount of $78,000, and agreed to maintain said insurance 
in said amount and to pay all premiums thereon as long 
as the two cotton mills remained indebted to it as afore¬ 
said. 

At the time the said contracts of indemnity were made 
the two cotton mills were indebted to Wm. Iselin & Com¬ 
pany and to Chemical Bank & Trust Company in the total 
amount of $544,938.88. 

No change was made in said policies thereafter, the in¬ 
debtedness of the two cotton mills to Wm. Iselin & Com¬ 
pany and Chemical Bank & Trust Company remained as 
aforesaid, and taxpayer has continued to pay the premiums 
on said policies ever since. In 1935, the year in question, 
taxpayer paid total premiums on said policies amounting 
to $7,455.14 as part of the expense of his interest in the 
partnership of Iselin-Jefferson Company. 

At the end of 1935 all of the indebtedness of the two 
cotton mills was still outstanding and unpaid. The tax¬ 
payer was further indebted to Iselin-Jefferson Company 
in the amount of $159,000, and to certain other creditors 
in the amount of $20,208, making his total liabilities in ex¬ 
cess of $724,146.88, while his assets amounted to only 

21 $161,388.36 as of that date, leaving the taxpayer 
totally insolvent. 

At the end of 1935 taxpayer charged off the amount of 
insurance premiums paid by him as the cost of his indem¬ 
nity contracts with Wm. Iselin & Company and with Chem¬ 
ical Bank & Trust Company as a business expense, and 
claimed said amount in his income tax return for 1935 as an 
ordinary and necessary expense of doing business. The 
Commissioner disallowed the item and the taxpayer ap¬ 
pealed to the Board of Tax Appeals. 

In the proceedings before the Board of Tax Appeals the 
taxpayer contended that under his indemnity contracts with 
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Wm. Iselin & Company and Chemical Bank & Trust Com¬ 
pany he was obligated and required to pay the said amount 
of $7,455.14 as premiums in order to keep the two indem¬ 
nity contracts in force and to maintain the two mill accounts, 
otherwise the two mills would have ceased operation and 
the partnership of Iselin-Jefferson Company would have 
been dissolved, and petitioner’s interest therein lost; that 
the payment of said premiums was, therefore, an ordinary 
and necessary business expense and was deductible as such 
under the provisions of the revenue acts. The Commis¬ 
sioner admitted the facts as aforesaid, but contended that 
since the amount of $7,455.14 was paid in the form of pre¬ 
miums upon life insurance upon the taxpayer’s life, there¬ 
fore it was not deductible. 

The Board held that the taxpayer had failed to prove that 
he was not directly or indirectly a beneficiary under 
22 said policies of insurance, and hence the premiums 
were not deductible under the provisions of Sec. 
24(a)(4) of the Revenue Act of 1934. 

IV 

The taxpayer states that in the record and proceedings 
before the Board of Tax Appeals and in the decision and 
order of determination, manifest error occurred and inter¬ 
vened to the prejudice of the taxpayer, and the taxpayer 
accordingly assigns the following errors which he avers oc¬ 
curred in said record, proceedings, decision and final order 
entered by the Board, to wit: 

1. The Board erred in holding that the taxpayer had failed 
to prove that he was not directly or indirectly a beneficiary 
under the policies of insurance. 

2. The Board erred in holding that the premiums of $7,- 
455.14 were paid by the taxpayer as insurance premiums 
only, rather than as premiums under contracts of indemnity. 

3. The Board erred in holding that premiums paid by the 
taxpayer to insurance companies for the purpose of indem¬ 
nifying creditors against loss under contracts with the tax¬ 
payer, were not ordinary and necessary expenses of doing 
business. 

4. The Board erred in holding that the taxpayer had failed 
to prove that the sum of $7,455.14 was an ordinary and nec¬ 
essary business expense. 
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5. The Board erred in failing to hold that the assignments 
in question were irrevocable and that the taxpayer could 
not possibly have been a beneficiary under said policies of 
insurance. 

5. The Board erred in failing to hold that the tax- 

23 payer or his estate could not possibly have benefited 
from said policies of insurance under the facts in this 

case. 

7. The Board erred in failing to hold that the payment of 
said premiums was an ordinary and necessary expense of 
doing business. 

8. The Board erred in failing to hold for the taxpayer 
upon the facts of record. 

Wherefore the taxpayer petitions that the decision and 
final order of the Board of Tax Appeals be reviewed by the 
United States Court of Appeals for the District of Colum¬ 
bia, that a transcript of record be transmitted to the Clerk 
of said Court for filing, and that appropriate action be 
taken to the end that the errors complained of may be re¬ 
viewed and corrected by the said Court. 

(s) D. H. BLAIR 

(s) GEORGE D. BRABSON, JR. 
Attorneys for Petitioner 

State of New York, 

County of New York , ss 

Personally appeared before me, a Notary Public in and 
for said State and County, Floyd W. Jefferson, who being 
duly sworn deposes and says that he is the petitioner and 
that he has read the foregoing petition for review, and that 
the facts therein set forth are true to the best of his knowl¬ 
edge, information and belief, and that this petition is 

24 not filed for the purpose of delay, but because peti¬ 
tioner believes he is justly entitled to the relief 

sought. 

(sgd) FLOYD W. JEFFERSON 

Sworn to and subscribed before me this 27th day of Octo¬ 
ber, 1939. 

(Sgd) CHARLES HERZOG (Seal) 

Notary Public 

{ 

Commission expires March 30,1941. 
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25 Endorsed: United States Board of Tax Appeals 
Filed Oct 28 1939 

Notice of Filing Petition for Review 

(Filed October 28, 1939) 

In the United States Court of Appeals 
for the District of Columbia 

Board of Tax Appeals 
Docket No. 93586 

Floyd W. Jefferson, Petitioner on Review , 

v. 

Guy T. Helvering, Commissioner of Internal Revenue, 
Respondent on Review. 

Hon. Guy T. Helvering, 

Commissioner of Internal Revenue, 

Washington, D. C. 

Sir: 

You are hereby notified that the above named petitioner 
did on the 28th day of October, 1939, file with the Clerk of 
the United States Board of Tax Appeals of Washington, 
D. C., a petition for review by the United States Court of 
Appeals for the District of Columbia, of the decision of the 
Board heretofore rendered in the above entitled case. A 
copy of the petition for review and the assignments of error 
as filed is hereto attached and served upon you. 

D. H. BLAIR 
GEORGE D. BRABSON 
404 Transportation Building 
Washington, D. C. 

Attorneys for Petitioner on 
Review 

Personal service of the above and foregoing Notice, to¬ 
gether with copy of the petition for review and assign¬ 
ments of error mentioned therein, is hereby acknowledged 
this 28th day of October, 1939. 

J. P. WENCHEL 
Chief Counsel , Bureau of In¬ 
ternal Revenue 


\ 
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26 Endorsed: United States Board of Tax Appeals 
Filed Apr 13 1939 

United States Board of Tax Appeals 
Docket No. 93586. 

Floyd W. Jefferson, Petitioner . 
v. 

Commissioner of Internal Revenue, Respondent. 

Stipulation of Farts 

It is hereby stipulated and agreed by and between the 
parties hereto, by their respective attorneys, that the fol¬ 
lowing facts may be taken as true, and that the same may 
be considered by the Board as offered in evidence by the 
parties to these proceedings; provided, however, that this 
stipulation shall be without prejudice to the right of either 
of the parties to these proceedings to introduce other and 
further evidence not inconsistent with the facts herein stip¬ 
ulated to be taken as true. 

1. Floyd \\\ Jefferson, hereinafter referred to as the pe¬ 
titioner or taxpayer, is a citizen and resident of Short Hills, 
New Jersey. lie filed his Federal income tax return for 
the calendar year 1935 (Exhibit A, hereto attached) with 
the Collector of Internal Revenue for the Second District 
of New York. 

2. The deficiency herein involved is for the calendar year 
1935 in the amount of $1,773.09. Such deficiency arises 
from three adjustments to petitioner’s net income. The 
only issue in controversy is the adjustment designated in 
the notice of deficiency (Exhibit B, hereto attached) as 

“(a) Insurance Premiums Disallowed, $7,769.54”. 

27 3. Petitioner for several years prior to 1935 was 
a member of a partnership known as Iselin-Jeffer- 

son Company of 90 Worth Street, New York, New York. 
Iselin-Jefferson Company was composed of two partners, 
namely, William Iselin and Company, which was another 
partnership, and the petitioner. 

4. The largest part of the capital of Iselin-Jefferson 
Company was furnished by William Iselin and Company, 
and the petitioner’s contribution to the partnership was 
the personal services which he was able to give to it, as well 
as his contacts and associations with various textile mills. 
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The petitioner had had a great deal of experience in the 
textile business, and his knowledge and experience in the 
business made his services of value to the Iselin-Jefferson 
Company. The petitioner was acquainted with various tex¬ 
tile manufacturers and had contacts particularly with 
southern textile manufacturers which were of value to the 
partnership of Iselin-Jefferson Company. 

5. The Iselin-Jefferson Company acts as selling agent 
for numerous textile mills, most of which are in the South. 
Among the mills which the partnership represented were 
the Fitzgerald Cotton Mills of Fitzgerald, Georgia, and the 
Cochran Cotton Mills of Cochran, Georgia. 

6. In 1931 these two cotton mills were heavily indebted 
to William Iselin and Company for large sums of money 
advanced for the accounts of the two mills by William Tse- 
1 in and Company as factor. The two cotton mills were like¬ 
wise indebted in large amounts to the Chemical Bank and 
Trust Company of New York, New York. In 1931 both 
mills were seriously pressed for funds to operate and were 

unable to obtain further credits or financing on their 
28 own account, and were thus compelled to obtain 

credits through their factors or agents handling their 
output. Petitioner’s relationship as partner in Iselin- 
Jefferson Company had also become involved, and the dis¬ 
solution of the partnership was being seriously considered 
by William Iselin and Company, and by Oliver Iselin, the 
principal partner thereof. Petitioner was accordingly con¬ 
fronted with the necessity of furnishing some additional 
guaranty which would enable him to retain tin* two accounts 
of Fitzgerald Cotton Mills and Cochran Cotton Mills, or 
else be faced with the threatened dissolution of the Iselin- 
.Jefferson Company partnership, which was the only source 
of livelihood left to him. 

7. In order to obtain or to keep the agencies for the Fitz¬ 
gerald Cotton Mills and the Cochran Cotton Mills, the tax¬ 
payer personally guaranteed the debts of the Fitzgerald 
Mills to William Iselin and Company and the Chemical 
Bank and Trust Company of New York, and tin* debts of 
the Cochran Mills to William Iselin and Company. Tax¬ 
payer had several years previously acquired certain stock 
in the Exposition Cotton Mills of Atlanta, Georgia, in order 
to become its factory representative and selling agent. That 
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stock was purchased on a yearly installment basis, and 
upon being: unable to meet the annual installments the tax¬ 
payer in 1925, in order to indemnify the creditor, the Geor¬ 
gia Holding- Company, took out a $10,000 life insurance 
policy with the Jefferson Standard Life Insurance Com¬ 
pany of Greensboro, North Carolina, naming the Georgia 
Holding Company as beneficiary (Exhibit C, hereto at¬ 
tached). Taxpayer’s indebtedness to the Georgia Holding- 
Company was paid in 1937 and on April 8, 1937, the bene¬ 
ficiary of such policy was changed to taxpayer's estate. On 
June 4, 1937, Oliver Iselin, taxpayer’s business partner, 
was named as beneficiary in the policy by the taxpayer to 
secure his guarantee of the Fitzgerald Cotton Mills and 
Cochran Cotton Mills accounts to William Iselin and Com¬ 
pany. 

29 A policy for $78,000 issued by the Jefferson Stand¬ 
ard Life Insurance* Company of Greensboro, North 
Carolina, on the life of the taxpayer was assigned by him 
to the Chemical Bank and Trust Company on May 3, 1932, 
further to secure his guarantee of the Fitzgerald Cotton 
Mills debt (Exhibit D, hereto attached). Four other poli¬ 
cies of a total face value of $100,000 were issued by the 
Pilot Life Insurance Company of Greensboro, North Caro¬ 
lina, on the life of the taxpayer. (Exhibits E, F, G and H. 
hereto attached). On January 29, 1931, the taxpayer 
changed the beneficiary in such policies (at that time his 
estate) to William Iselin and Company, which was done to 
secure the taxpayer’s personal guarantee to William Iselin 
and Company of the obligations above mentioned. 

8. The total amount of the accounts of the two cotton 
mills with William Iselin and Company and with Chemical 
Bank and Trust Company during the year 1933 is shown in 
the attached financial statement of tin* taxpayer (Exhibit 
I, hereto attached). 

9. During the year 1935 petitioner paid the premiums 
due upon the policies of insurance above set forth in the 
sum of $7,769.54, and charged the same on his books as a 
business expense. Petitioner claimed that amount as a de¬ 
duction in his Federal income tax return for the calendar 
year 1935 (Exhibit A, hereto attached) as an ordinary and 
necessary business expense. The Commissioner of Internal 
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Revenue disallowed the item lor the reasons set forth in 
the notice of deficiency (Exhibit B). 

GEORGE D. BRABSON, 
Attorney for Petitioner. 

Signed X I\ WENCHEL, y 

Chief Counsel , 

Bureau of Internal Revenue. 
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**T«t ot pe>{wir wurt tatnund la Cduaa A Vi toi acUimii m Coltiao A 

Buu (I) lh»» iroMrlf vmi acquIriJ ........; 1.^ r*rx!fiil *4 pH v'p «nhi.». if \j, <*# »f ... 

*tw» nit cr eirfaaaatiiMaca aLauM t* rrporud indctjiil, ladjdia* at®* u>d til/ott d axpcrftxtoe.cU*otKocl. auiar<tcl:lar»,tj|iU)iaui(uai)ntin| U**o >i«l u.u>i.Ki<h mal t ial iladitkfcoi* 
Cock MMa tie). _,__ 

SCHEDULE D-INTEREST ON LIBERTY BONDS AND OTHER OBLIGATIONS OR SECURITIES (S.e Is ,tni. tom 0| 


1. Otuctnott ot euninra 

t A iior irf (i6vu 
it of \ up. 

1. Inti a; *t HirIII,l i 
r»\ ^e• »• lo 

Di mis tut 1 roi 1 

.1 

(a) Obligation! of a Slate, Territory, or p>>ti1UM aulalivitinn tlicrmf, 

or the Diitikt«.( Culuuihii, or United SlaU* )*jwa.tjiiun«. 

(1) OUigAiioii.t imuod under I'odcml Farm Loan Act, or under *:n li 

Act ai amended.....' 

(e) Lil*-rty3K% Bondi and other obligationaof United State*i>*!.i d 

on nr before September 1,1017... 

(<fl Tmaanry Nntee, Treaiury Diilt, and Treaeury Certificate* of 

• . i 1 

i 

.i*"* 

, ! ; 

• . . 

i 

l 

(t) Liberty 4%and 4K%Domlt; V. S. Savine* llond.; Tretonry Bend* 
(/) ObliaaUonaof Inatrumcntalitiesid llio United8tat'i lulbcr tluni 
obligation! to be reported in (t») above)..-. 

i 

! 

i: ■ 

f i • 


r v.v:,:r: 


* I timid ut 
A*•« at it Ktrta 
ot Kxrtrtwx 


| X X X X X X XX XXXXXX XX 

■XXXXXX XX XXXXXX XX 

j X X X X X X XX XXXXXX XX 

XXXXXX XX XXXXXX XX 


(|) _ Total (enter Intel of oolum n fi .it Item 9) . . .—.. . __. 

__ SCHEDUL E E —INCOM E-TROM DIVIDENDS _ 

Itemiic all divutoudr received during the year, itating amounts and name* and addreuct of corpurat inna the dividend*: 

. ..lit.*. 10 (|) • P l*ldBnd» (366 8oh6dttl6).#3^284t44 j. 


8CHP.DULE F—EXPLANATION OP DEDUCTIONS CLAIMED IN ITEMS I. 13^H. U._17. A ?Cn y . A ND CREDIT CLAIMED IN ITEM 23 

Itf* 1.4 Lt...?■*•».. Paid (3t.t...Sphtdult).35*80 / . 

.I tea iT/wContribution* do 145*03 fj 

.. ... ......... .. A ■ A 7 


ItsmlS • 0th«p Ptduotioii* do.*4 


EXPLANATION OP DEDUCTION FOB DEPRECIATION CLAIMED IN SCHEDULES A AND B 


I I 7. Lift l'tta a ton a a 

IlCotloiMiicil. IIU.I i i M m Fcut a Htntninot ! n nmmw rmt nAccvav- niatimu * Dieiamnot 

1 Dm Vtiei IT Ateoito I ovivutn it lit A no via coa Aunt- | asutiuinwii lAftta Ull not xunaitia mu Ytti 
Atvrnn ra fiU£!ftLL? n ««»•?**• I lilt)It Puca VtAAA ; I. larnmo Dxmwu- »«™‘ 


EXPLANATION OF DEDUCTION FOR LOSSES BY FIRE* 8T0RM» ETC*, CLAIMED IN SCHE DULE A AN D_IN_ITEM^I S __ t 

_ j i n*ti Arnmaa I 1 c<*t xiu^MMtoK* j •‘alSHS’vUJ? I »• Dmoctma Um 


I. Etta or Paoraati 


1 Itumm 
lalKAUini 


i. Dtraminoa 
uuitnu Staca 
Aumtaoi 


a laseaAaca in 
tiATA** Vim 
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FLOP I. JSPPER3QI 
FEDERAL INCOME T kX RETURN 1956 


an 10(a) - Dlrldonda 

iatriun Chlolo Co* 

Union * > *clflo R*R* 

Morth Anorloan Co* 

Toxas Corp. 

Chonioal Bank k Trust Co* 
Coanonvoalth LIT# Ins* Co* 

Paokago Machlnarj Co* 

Burroughs jdding M a china Vo* 
Standard Oil of Calif* 

Tho Taxaa Corp* 

Union Fnolfio B*R«Co* 

Ansrioan Chlolo Co* 

North Aasrioan Co* 

Coanonwsalth Lifo Zna* Co* 
Chonioal Bank k Trust Co* 

Paokago Haohlnarj Co* 

Conoral Motora Corp* 

Standard Oil of M«J* 

Standard Oil of Calif* 

Burroughs Adding Xaohlno Co* 

Tho Toxaa Corp* 

Chonioal Bank k Trust Co* 
Coaaonvoalth Lifo Ins* Co. 

Union Paelflo R.R.Co. 

Anorloan Chlolo Co* 
forth Anorloan Co* 

Pookago Machinary Co. 

Burroughs Adding Xaohlno Co* 
Gonoral Motors Corp. 

Standard Oil of Calif* 

Morth Anorloan Co. 

Anorloan Chlolo Co* 

Bothlohoa Stool Corp* 

Toxas Corp* ’ 

Union Paolfio R.Rt* 

Slootrle Auto-LitT 
do 

Chonioal Bank 
Connonwoklth Lifo Ins* Co. 
Burroughs Adding Xaohlno 
Paokago Machlnarj Co.- 
Standard Oil of Calif* 

Standard Oil of M.J* 

Solfrldgo ProT. Storos 
Oonoral Motors Corp* 

lotato of Katlo V* Jofforaon 


I 


353*76 

15*00 

8*75 

19.75 

128*35 

81*50 

50.00 

7*85 

8*75 

19*75 

15.00 

200*25 

8*75 

•5*20 

128.35 

50.00 

12*50 

58*50 

8*75 

7.85 

19*75 

128*25 

65.20 

15*00 

535*75 

8*75 

50*00 

7*65 

57*50 

8*75 

8*75 

200*35 

19*25 

19*75 

15*00 

21.00 

50.00 

128*25 

65*30 

50*60 

50*00 

8*75 

87*75 

47*50 

50*00 *2,684*65 


I 




I 


I 


I 


i 

i 



#8*884. 










PLOYD W. JKPFER30H 
FEDERAL IICOME TAX RKTURH 1035 


I tax 14 - Tax#a P»14 


Real Batata Taxes $1,008.00 
Raw York State Income Tax 550.20 
Tax on Club Duaa 50.50 
Tax on Admissions 6#70 
Oasolina Tax 50,00 
Auto Licansss 58*40 
Sxoisa Taxaa 50,00 


41*555,90, 


ITEM 17 - Contributions 


Yale Alusml Pund 

$ 10.00 

Salvation Arxy 

5*00 

Christ Churoh 

75.00 

Bnals Israel Old Age Home 

1.00 

N.Y.Ouild Jewish Blind 

1,00 

Aaerioan Foundation for Blind 

55*08 


4 145*08 


Itaa 18 - Othar DsduotIons 

PramiuM paid on life insuranca 
policies assigned or taken out 
in fawor or others as oollataral 
to loans on which taxpayer was 
guarantor* to secure business 
for Iselin-Jefferson Co, $7*789,54 

Ridgeway Oil Syndicate Bond purohased 
8/2/29 - baoaxa worthless during 
1935 


_ 3 - 09.00 

$8*889*54 








ia ti* sum of_ 


HEMlWm f ‘" tn T g - IfiftT 


iwwsdlsRfj ■pow-sueript til tA [MrJj 

Thu inrtranct it granted ia conaidctation of the application lot thia policy and of 


J_HPft HUfcQ HD EIGHT S 2o/lCQ 


b«iag Che prtmium for tht term of lit fine policy year, jfcl 




. Dollar*, 


aad the pay meat of a lilt* rum Co 


-151*20- 


-Of 


the raid Company on each anniversary of the dace of cbii policy aa ihown below. 

In lieu of Che premium slated, the Company will accepc aemi-anaual iorlallmenta of t- 

quarteely inilallmeacs of f . — —. —IS.i^.CL.--- but the payment of any such inatallmeat shall noc 

continue this policy in force beyoad the month of grace allowed for payment of the next installment. 

The privileges and provisions written, printed or attached by the Company on the following pages an a part of this contract. 

In Witness Whereof, the JEFFERSON STANDARD LIFE INSURANCE COMPANY has caned this contract to be signed by its 

President and its Secretary, at its Hone Office in the City of Greensboro. N. C, on this the_22LD. _day of 

..vLC.L. IP. . One Thousand Nine Hnndtvd and-IWENT.Y_-F_1.YE_. referred to above as the date of this Policy. 

Attest: 


B'.V 



Rtgtttrtr. 




RIGHTS OF THE INSURED 

The Insured may, without the consent of the beneficiary, receive every 
benefit, exercise every right and enjoy every privilege conferred upon the In¬ 
sured by this Policy. 











THIRD rftGB 


GENERAL PROVISIONS 


Ttiii pollTy ff nue entitled co participaU in the profits of divisible surplus of cKe Company. 

After Lbu polity shall hm bcm in fore. during ihf lifetime of the Iniurtd for two full years from lb« dalr htrtof it *hall b« in 
tonttstaMlToe any cause except (or non payment of premium. 

Should chit policy erase and determine for non payment of any premium, it may be reinaeaced at any base by the payment o t the 
d ..fault.-J rr.n-.Li-is with six per tent intemt addtd and by furnishing evidence of insurability satisfactory to the Company. 

In the piymcnt of any premium under this policy, or installment thertof provided herein, except the fir*. a grate of one month 
(not lets than thirty days) will be allowed, subject to an interest charge of six per (tat. 


Provided this policy be no; assigned, the Imuted may at any time, and from time to lime, thinge the Beneficiary hereunder, such 
change lo take idea i pert the ‘vriuen endorsement of the same upon the policy by the Company. If the Inaortd . 

beneficial'/ or Bcnrfi.iaii« or any cl them hrtrin. tht procrtds of tbr contract or the share of (he deceased Beneficiary or 
as the rase may be. slull bt paid to the executors, administrators or assigns of the Injured, unit* othetwie provided in ot by endoeuement 
upon this contract 

All statements made by the Iniurtd in the application in the abuence of fraud shall be deemed rtpeesentationi and not warranties. 

In raw of self destruction committed whether sane ot insane, within two yean from the date hereof, the extent of recovery hereunder 
shall be the premiums paid. 


Hr Company will admit age apon satisfactory proof; otherwise, if age it not truly listed in the application, the benefits hereunder 
will be whit the premiums actually paid would have putchastd at the true age. 

No assi-nm.nl of this polity shill take effect unless miJe in writing in duplicate, thi original attached lo this policy and the duplicate 
lilr.l in the Home OfT... oi the Company The Compjny will not assume any rexpoeuibility foe the validity of an asaigomenl. 

Thi. ooti.v and the inplitatior theeefoe. copy of which is attached hereto, constitute ehe twite eonlrece. and no statement shall 
avoid any ^ment und . »* »-d^defence of an, claim heeeundee u.t~ i« <u coined in on, of .hew -u.m.nc. 

_, . Vice-President, the Secretary or an Assistant Secretary of the Company has power 

«hi a or any coni,act of 

'•This pofiry does no, t.V, effect xn.it the fit,, annual premium or ituul.m.n, l £To 

sssks sxxjssssssz* 

..... ihii pour .11 “I -mew—*'— 

I. ,m .N.I..I 1 in Ik. p»rnw“< »l «> S3i n«SnT<l "V*- 

thereof, thia polity ahall tease and determine and the payment* received heruow stu 

fied 00 second page hereof. 

The insurant* provided foe in thia policy i* bauad upon the p»y»*«* of premium* annually in ndvamce. 



SECOND PAGE 


LOANS fl >) kuwL m ^ 

After two fall yem 1 pamim* >“"*"« P' id °» ** ^njTJw*"*" " ■'S' £T££ed ibe »<"«"« 

pw ceae. pa annum, tht tash value »»«il»bk at ihe end o( tb« thn ” J * wl . p ?*' T . y M ith Kai# g jalimi Pot the pencurtion of ihe in 
indicated in the Table of Valuta for the year n «• applied for. hnaawtiac tadabt ninety di>» the making 1 of a policy 

Mints of all policyholders. tht Cempiny reserve, lh» n|ht to dtftf fot a ptnod of aot 
loan for any purport other ihan the payment of pet mil mi 

FAILURE TO REPAY LOANS 

V .k .11 n.ht avoid the polity unlean th« existing indebtedness 
Failort to repay a polity loan or premium loan «>r i«* pay interest t ereo onf month after notitt haa hceo mlile.l 

with accrued interest shall equal or ritttJ the sash value at the tine ul such »*««"• h Home Oftce of the Company, 

by thr Company to the laal kaow. address of the Insured and assignee of rrtord (if any) 

NON-FORFEITURE PROVISIONS 

c p«imiu» r mi 

current years 1 premium or the on 

circled in writing one of the guaranteed values named in the table belo* . e P annual premium may be advanced, ami 

paid portion thereof, and subscyu.nt annual premiums as they become due. »° hm* wW , lhc l0 || 0 . Aing condition, namely - 

thereafter a semi annual or quarterly premium as the cash value m*, pc ' annually, against the cash value available at the 

that the premium so advanced shall he charged as a loan. b.arm* intern inudSoent «° ‘ ov *» 3 ” •»'«'"* indebtedness with 

tnd of the period to which the premium -.o advanced applies but if *" h * . d lo the end of such period, then 

accrued interest lo the end of such period, together with at least a qu r y p • enisling indebtedness and 

•he remainder of ,h, cash v.fu, a. tn. ,nd of the period fee, “^ n^ducud thill jTusIdtoc^linue the policy in'foece fo, tha, por- 
Kcrued interest thereon, including aule.naiie premium bans 1,34 bv, ‘ Dl , um payable under this contract, at the expiration of which 
tion of a year that such remainder of sanl cash valu. bears to the full a P ‘ " lhl Insured may pay up all loans with 

time this policy shall automatical., terminate A. any tine while .h« £» ” “J*" S««t. w .hou, medial examination 
interest, or continue such loans a-, a Ism against th. policy and resume ti e payment ot pr.m Company 

GUARANTl t O St'KRI NUI K Vai 1.1 v —After iv.o lull years from the di<< m.^iunl after the second upon wrii.cn 

the In.ured shall within one month mot less than thirty days, ( ; pji d up msvrar.ee or non participating extended 

is* ^«, - «*. - - "■«— 

, su-h paid-up insueanee wit, have .. increasm. e»h « «'«“ ^ " " 

~b extended Uaurance will has. a etee.easin. value, .sperm, w.... .be ex o| ^ „ lo , (o , BOt mo „ 

Foe Ih. proeeeiion of thr interest, of all poli.yholJ... the Company emeerm lb. ri,b. to defer p.y«*« • 

I baa alert 7 difl a feet wnicrn appliraiio* »a ^ 

-s—u *•» 

TABLE OF GUARANTEED SURRENDER VALUES 


At Ead «f 
Ytae 


Cieh er Loi« 
Vila# for 


I’jid ■ ? 
Iiuuiascc lor 


I'jehi 1.000 FachSlOOO 


FACE AMOUNT 
FX 1 E NOLO FOR 


At Eli of 
Year 


C, eh o r Lon 
Vila, foe 


Pid up 
ItitiiKC foe 


ExbSI.OOO lieb Sl.000 
of lb. of ib< 

Fate Aaouii Flee AnornM 


FACE AMOUNT 
EXTENDED FOR 


| lace Aiuoon | Face Ano.il | Yuia J Mouib. I Face Ano.ll tier AnomM ^ Yam | Mvnhi 

2 : 30 i 61 2 5~* 1 12 256 417 1 10 j 0 

. J | 49 : 97 ) 8 13 282 450 | 10 } 

J 4 70 US 4 li 14 308 i 482 10 6 

x* 5 94 178 6 2 15 335 I 514 i 10 1 7 

a* 6 ; 115 « 213 7 0 16 358 1 540 : 10 7 

7 j 137 248 7 9 17 382 565 10 7 

l 1 8 I 160 282 8 4 18 405 589 . 10 j 6 

9 I 183 317 8 11 19 428 1 611 | 10 j 5 

*10 207 351 9 4 20 451 . 633 10 4 

II I 231 384 ■ 9 | 9 _ j _j_«_ 

If Iberi be aiy iadebtidacat aiaeiae ibii pot.er- it ahatl b« deducird Inm ibe tub nr render value: paid up iuinici thill be reJueof pro 
poeiiouaiclr rirraded Uiuuucc tbi l be foe the fi« inouil of tbi. policy lew tbr i i Hw b ua, aud for ta<b period n ibe triaecd cub lariradei 
ntuc will part hue bar to looter thia the period proridrd ubn uo iudebtedorw. lad At nun if aar- of ih. rrdaecd caih talar over tbr awouai 
raquind lo parehiir riuadrd eararjaer for nth period M panbair pied ap pan audowarar. payiMr at rbr rad of aaeb period if lb. laiarrd it 

than liviin. . . . . .. 1. .. - - --- _ . .. 

It is guaranteed that ro surrender charge exceeding two and one-half per ant. of rh* (not amount of this policy has been deducted 
the tenem in computing surrender ot loan values and after t wcntyjr.annjhww— IpOhi shall be ihe full reaervt without sunender 
jr—TSDMMftr thia conttact is based ocy 4of Morality, with inttrest at three and owe-half pet 


ant. 



INSTALLMENT PRIVILEG8 


, , 0) By payment of equal annual iaatallmenu it the beginning o t mA mt, for • «dM iiaba of rtm. the Im 
W ag payable immediately, in accordance with tbt following ubfa for nth ll.OOOoif mid tool rum; or. 


(J) By P*L BMa * ?t «fj*J ibdmI inetallnwnu. at the Winning of nAnt for • anuria teed number of run cm tin and m -y 
yun loageyM the Beneficiary ihall anruve. 10 accordant* with the following table foe each 11.000 of uid tool arm. 

._< J > Rmined by th« Company for a Specified period, or dnrjag the lifetime of a duignatrd iadiridoal. and whit* ao retained 

Utnrn will!* wtd to thr IWorbcurr at tbtrndof each mtrmt period. Tb« amount of latere* payment! for uch 11.000 of thTlou! 
i«nabill notbe leu than UJ.OO annaally: SI 7.35 eemi-annaaUy: tl.64 owrtrrlr; or ft!7 monthly. Proridrd. bowmr. that Uten* 
prnoda nut be arkettd ao that uch inutnt payment u not laaa than *10.00. At tba eipiry of the dnigoated period the total 
payable will be paid to rath penoat aa ihall have been agreed ipoa with the Company by the Inured. 


|i«tb mriUMm-chma i) | CONTINUOUS INSTALLMENTS—(Opiioa 2) : 

ll 

•% 

ll 

* 

ll 

* 

ll 

1! 

$ 

1 

ll 

§ 

1 

ll 

a 


1 

ll 

a 

1 

i 

ll 

a 

1! 

;! 

i! 

ll 

1 

1! 

5! 

f 

ll 

a 

8 

9 

10 

11 

13 

508.60 
3 <4.86 
263.05 
213.99 
181.32 
158.0) 
140.56 
127.00 
116.18 
107.34 
99.98 

U 

14 

18 

18 

17 

18 
19 
30 
38 
SO 
38 

93.78 

88.47 
83.89 1 
79.89 
76.37 
73.25 

70.47 
67.98 
58.62 
52.53 
48.31 

90 

31 

33 
S3 

34 
28 
28 
37 
28 

> 29 
30 

20 45.24 
20 45.50 
20 45.76 
20 146.04 
20 {46.33 
20 [46.63 
20 46.95 
20 .47.28 
20 ,47.62 
20 47.98 

20 48.36 
I 

31 

33 

33 

84 

38 

38 

37 

38 

39 

40 

“j 

20 

20 

20 

20 

20 

20 

20 

20 

20 

20 

20 

48.76 

49.17 

49.60 

50.05 

50.51 

51.00 

51.50 

52.03 

52.57 

53.13 

53.71 

43 

43 

44 

46 
48 

47 

48 

49 
80 
61 
83 

20 

20 

20 

18 

18 

17 

17 

17 

16 

16 

16 

54.31 

54.93 

55.56 
S7.22 

57.96 
59.29 
60.12 

60.97 

62.56 
63.51 
64.47 

63 

84 

86 

88 

67 

88 

89 

80 

61 

83 

83 

__ 

16 

15 

IS 

IS 

14 

14 

14 
13 

15 
13 
12 

65.45 

67.45 
68.5S 
69.65 
72.06 
73.29 
74.52 

77.46 
78.83 
80.19 

sa 

84 

86 

68 

87 

88 
89 

70 

71 

73 
78 

74 

12 

12 

11 

ll 

11 

10 

10 

10 

’1 

85.32 
66.81 
91.30 
92.99 
94.64 
100.28 
102.15 
103.99 
111.19 
113.37 
115.37] 

78 

a 

78 

79 

80t 

9 

8 

8 

8 

7 

7 

| 

1 

117.30 

12715 

129.59 

131.79 

145.23 

147.99 


Proviaiona may be made under e»iion CD and1(2) for monthly inatallminu. if each monthly payment imonnei to at leaae lea dol- 
hrt. oa tat bun of |8.48 per month for a<h S100 00 annual laatallmcat. 

. The Beneficiary can neither aatiga ooc commute unpaid inttallmeno. unleu inch right ia given to the Buiificiaty by ebe Inured in 
wmiag tad ia eadoeacd oa thtacontiacc by the Home Office, during ehe lifetime of the Inured. 

The Insured may lubarqocmty change or revoke hla •election under there inaiallmcat provision* by written notice to the Company 
each change oe revocation to take tRttt upon receipt o( such written notice at the Home Office of the Company in Ctccniboeo N. C . and 
the endoraement of the tame upon etna policy, by the Company. 


The ansounti guaranteed above arc baud on a guaranteed intereet earning of Ji$< 

wiU be iacmacd in accordance with euch rate ai ihall_be determined by Che Director! of the'Company, and ail additional arnounu 


%. but the portion of thejiaymcnti accruing from 


mueu* win an incmato in accordance wnn eucn eate ai mail oe determined oy the Ln ret tore ol (he Company, and all additional amounu 
ao determined wiU be paid annually oa the fifteenth day of December, s nitre monthly paymenta havr been seltcetJ under otrtion (J). 



J EFFERSON STANDARD Ll FE 
Insurance Company 


GREENSBORO N0R1H CAROLINA 


FLOYO WELUAh JEFFEFSON.._ 
No 449,909 
Oate DLCEiet r 22 N 0 192 b 

Amoumt$ _10,00c.0 l. 

*l Premium $ 203^20.. 


N 


NOT NICIhtAMV ren Taut 

' o* TMiarNtf.oARvro 

WAOmCYOf AMYH*. 
JbM. T1WW?di»O«ATi0N IN COLt CCTiNG 
Tbuf MtuMMCf 9 N D f * »N.S FCuCY. ON IN 
•*»'»•*• '* ’ MMI-ft >m| ANO 

A . •• R.lt.Ft AAttihO OiRfCT 

TC "ONI tM.M '>«|NM0I*0 NON TM 



o*f, y i 


| • * *’ 5 ^ 


nl IB-lg. 










Y/ 


V> 


r 


_Ex hibit "D « 

mrnminrMimwfiw 


* .nr,vv.o*»o « 

pt-c*/ 




GREENSBORO.NORTH CAROLINA 

HEREBY INSURES 

FLOYD AELMAN JEFFERSON 

fcRJ(E[HAJrrEJl qujjj, thb tNJUXED . 

• . _S EVENT Y EIGHT T H OUSAND . ... _ DoUare 

HEREINAFTER CALLED THE PACT AMOUNT 

payable »t iu Horn Ottce in the City of Grteniboro, N. C. aaio 

CHEMICAL DANK t TRUST CO. . .E T« Y ORK Cl TV. N. V. 

‘ HEREIN AFTER CALLED THE BENEFICIARY 

immediately upon mript of dee proof of death of the Inland. 

Tlfe ianruc* k irnMd In cooriderttlon of the application for tkli policy a*d of 

_ TAO 1 HOUSE D FOUR H. N UrtEO SIXTY SEVCi. A U/lOQ_ 

fwioi the pffmism for the ter® of the fint policy yew. the receipt of which ii hereby acknowledged. end At piymtot of « likt ram to 
tkt u id Coen piny on tick innivmiiy of the dm of thi* policy m ikown below. 

In lieu of tkc premium mud. tkt Company will iccrpt attni-anaual Inmllmtnu of S -U2fcLJfl.--or 

quarterly ini.allmenu of * „„&!*.hi.----P*r«n«« of any mb iniullment akall not 

continue thU policy in foece beyond the oootk of grace allowed for payment of the neit initallment. 

The pririlegee and ptoeiaione written, printtd or attached by the Company on the following pagn air a part of thie contract. 

In Wiincu Whereof, the JEFFERSON STANDARD LIFE INSURANCE COMPANY haa carnal thie contract to he rigned by iu 

Prnidtnt and iu Secretary, at iu HomeOfct in tbe City of Gnrnaboro. N. C. ©o than the..HUB.-day of 

L y.-.H. , o„« Thooaand Nine Haadrtd and-IMtJl—LLY.SL-- referred to abort aa the date of thin Policy. 

— Atttat: 

__ __ X/ 4 • 

Eiamined 


by 


ttettary. 


Rtfitum, 


V/VUjL. 


PrHt^fola 




RIGHTS OF THE INSURED 

The Insured may, without the consent of the beneficiary, receive every 
benefit, exercise every right and enjoy every privilege conferred upon the In- | 
sured by this Policy. 


ir'mTn-.Ti 
• t ;»• .y i4- .» 


y T 1 "TTZ^ 7 ^ w■? ? ■-fi IV* W-* * J - f K * 

Aaout <4 latnM P»T»W« ar Dw»b faaiiw P«r»M, let lit.—Noa PtriklyMBw. 


OrCaMy Ufc. 


aOOBr. Ei 10-11. 2M. * 




















SECOND PAGE 


LOANS 

After two foil year*’ premiums have been paid on chin policy, the Company will lend hereon, and on the sole securitv hereof it *i* 
per cent, per annum, the cash value available at the end of the then current policy year. Any subsequent loan shall not exceed the amount 
mditit.d in ,b, Table of V.I.. for .he y,„ i, i, applied f ot . u. eru.io, iod,b..d nra whh acen»?io„„,° Foe h, Tin 

«mu of all policyho.de,,. .he Company M h. .period of no. more .han nine.y dayV^TZy cf a «l,, 

loan for' any purpose other than the payment of premiums. * 1 a P 01 '* 7 

FAILURE TO REPAY LOANS 

Failure to repay a policy loan or premium loan, or to pay interest thereon, shall not avoid the policy unless the existing indchtrdn,« 
wath accrued interest shall equal or exceed the cash value at the time of such failure, nor until one monl[h aft“ no«ice has ZTlZ 
by the Company to the last known address of the Insured and assignee of record (if any) at the Home Office of the Company. 

NON-FORFEITURE PROVISIONS 

Automatic Premium Loansi— After two full veers' Dremiumf hao# R##n n«jj A(1 .l* •• .# , 

not paid within one month (not less than thirty days) from the due date, and if the Insured h«' riot" wailVTh^ 0 "provisTn" a ml 
elected m wnttng one of the guaranteed values named in the table below, the Company will advance the current years premium o The un 
paid potion thereof, and subsequent annual premiums a, they become due. so long as a full annual premium may bT advaneJd and 

thluh? TadvannS be ST T “ I* V3,Ue may **""“• in 3CCOrdance wi,h thf Allowing condition, namely: - 

r“: ° t u t h t«f barg * d M 3 ,oan ' bfarmg ,nterest at six P« cent, annually, against the cash value available a. the 

?u W < , T P “* u app,i,s: bUt if Mid <aih Vllue “ inefficient to cover all existing indebtedness with 

°- f -i W,lH at ,faSt a quar,<rl >' P«m'um. and interest thereon to the end of such period, then 

the remainder of the c«h valoe «***. «d of .he p.,i«i fo. wi.ui. i««m5u m , K.v, b,c„ folly paW *f,„ ,tl i„rfeb\edm-« and 

accrued interest thereon, including automatic premium loans, has been deducted, shall be used to continue the policy in force for that |'v*r- 
tion of a year that such remainder of said cash value bears to the full annual premium payable under this contract, at the expiration of which 
time this policy shall automatically terminate. At any time while this policy is in full force the Insured may pay up all loans with 
interest, or continue such loans as a lien against the policy and resume the payment of premiums without medical examination. 

GUARANTEED SURRENDER Values: —After two full years from the date hereof if there be no indebtedness to the Company, 
the Insured shall, within one month (not less than thirty days) from the due date of any premium after the second, upon written 
notice to the Company, be entitled to a surrender value—in cash, non-participating paid-up insurance or non-pariicipating extended 
insurance—as set forth in the table below. It is guaranteed that the cash values are at least equal to the values of the corresponding 
paid-up or extended insurance. 

If paid-up insurance is selected, such paid-up insurance will have an increasing cash surrender value. If extended insurance is selected 
*uch extended insurance will have a decreasing cash surrender value, expiring with the extension term. 

For the protection of the interests of all policyholders, the Company reserves the right to defer payment of any cash value for not more 
than ninety days after written application is made therefor. 

Valuta for years after those' given in table below will be furnished upon application. 

Payment of part of a year's premium, not less than a regular quarterly installment, shall ratably increase the values. 

TABLE OF GUARANTEED SURRENDER VALUES 


At End of 
Y ear 


Cash or Loin Paid-op 
Value for Insurance for 
Each SI.000 Each $1,000 
of the of the 

Face Amount Face Amount 


FACE AMOUNT 
EXTENDED FOR 


Months 



Cash or Loan 

Paid-op 

At End of 
Year 

Value for 

losorance for 

Each $1,000 

Each $1,000 

of the 

of the 


Face Amount 

Fact Amount 


FACE AMOUNT 
EXTENDED FOR 


Years Months 


<wS J 
zg'5 

O J 

ti 7 

U 8 

9 

°:io 

*u_ j 

If there be 


If there be any indebtedness aeaintt this polity, it shall be dedueted from the enh surrender value: paid-op insurance shall be redueed two- 
portionately; extended insurance shall be for the fate amount of this polity less the indebtedness, and fot such period as the reduced cash surrender 
salot will purchase, but no longer than the period prodded when no indrbtedneas. and the excess, if any. of the reduced cash value over iSe amoont 
then* Hvia° p0rch *** ‘ n,0WB « for P«nod ahall purchase pud-op port endowment, payable at tbe end of inch period if the insured is 

^a——gucaa. »rT -~t—■ ~ - ■ —B—mME —,i ,, , - -- - --- . _ 

It is giurantctd that no surrender charge exceeding two and one-half per cent, of the face amount of this policy has been deducted 
from the reserve in computing surrender or loan values and after twenty yean the cash value shall be the full reserve without surrender 

charge. The reserve under this contract is based on the American Experience Table of Mortality, with interest at three and onc-half per 
cent. ^ 


CO 
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THIRD PAGE 


GENERAL PROVISIONS 

This polity is not entitled to participate in the profits or divisible surplus of the Company. 

Afrer this policy shall have been in force during the lifetime of the Insured for two full veart th. a■> • .. * . 
contestable for any cause except for non-payment of premium. Y f lh d te hmof lt ,hal1 bf m * 

Should this policy cease and determine for non-payment of any premium it h# . . . . 

drf.ul.cd premium, with .i. pc, intern, added and b, fumuhin, eridenc, if ineurabili.y ,a,i!Jl“ “to"".' 'cZ££T Mt "" 

In the payment of any premium under this policy, or installment thereof neovidwt . .. - 

(not less than thirty days) will be allowed, subject to an interest charge of rix^Tcs^t^ ^ ** *"■ l|m,ofo “ 

cbang^To'iake'cffecTupon'.h^wdlwf^'ndorrmenl^oMhe^ine noon Sf. T ?“ “ "» i—* ««> 

All statements made by the Insured in the application in the absence of fraud shall be deemed representations and not warranties. 

In case of self-destruction committed, whether »nt or insane, within two yean from the date hereof, the extent of recovery hereunder 
snail be the premiums paid. ' "" 1 — ' ■ 1 — 


O 


The Company will admit age upon satisfactory proof; otherwise, if age ia not truly stated in the application, the benefits hereunder 
will be what the premiums actually paid would have purchased at the true age. 

No assignment of this policy shall take effect unless made in writing in duplicate, the original attached to thia policy and the duplicate 
filed in the Home Office of the Company. The Company will not assume any responsibility for the validity of an assignment. 

This policy and the application therefor, copy of which is attached hereto, constitute the entire contract, and no statement shall 
avoid any payment under this policy or be used in defence of any claim hereonder unless it is contained in one of these instruments. 

No agent or other person except the President, a Vice-President, the Secretary or an Assistant Secretary of the Company has power 
on Whalf «f the Company to make, modify or discharge this or any contract of insurance, to extend the time for paying a premium, to 
waive any lapse or forfeiture or any of the Company’s rights or requirements, or to bind the Company by making any promise respecting 
any benefits hereunder or by accepting any representation or information not contained in the written application foe this policy. 

This policy does not take effect until the first annual premium, or installment thereof, shall have been actually paid during the liferime 
and good health of the Insured. Subsequent premiums are payable in advance to the Company at its Home Office, but may be paid to 
an authorized agent in exchange for an official receipt signed by the Secietary and countersigned by tkc agent. 


In any settlement under this policy all indebtedness, including any unpaid balance of the current year’s premium, will be first deduct*!. 

In case of default in the payment of any premium, or installment of premium, or note given for any renewal premium or 
thereof, this policy shall cease and determine and the payments received hereon shall become the property of the Company, except us speci¬ 
fied on second page hereof. 

The insurance provided for in this policy is baaed upon the payment of premiums annually in advance. 


CO 
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INSTALLMENT PRIVILEGE 

Th» Insured. oc afterthe Insured! death. the Beneficiary. by written notice to the Company m hi Horn* Ofic*. our ehet to hn the 
tool asm payabk under this policy paid as followi in lieu of cash; 

. . 0) - ot.tqM 1 ip awl iattallmenta atthe Itffiathg of each rttt. for • apedfad number of years, ike int tnetaOment 

Wn poyiMr OCTHdUTiTf; laaccordauct with tk* followioj table for rack S 1.000 of aid total m; or. 

(2) By payment of equal aaatul iouillment*. at thr beginning of eacli year for a guarattred number of yean certain and m many 
ytan longer aa tke Beneficiary shall survive. in accordance with the following table for rack *1,000 of laid total rum. 

(3) Retained by the Company for a Specified period, or during the lifetime of a designated individual, and while fo retained 
interne will be paid to the Beneficiary at the end of each interest period. The amoont of intrrtst payments for each 11.000 of ike total 
nan shall not be less than $15.00 annually; $17.15 semi annually; $8.64 guartnly; or S2.87 monthly. Provided, however, that interset 
periods must be sJccttJ so that each interest payment u not lem than $10.00. At tke expiey of tke designated period tke total mm 
payabk will be paid to such peraone as shall have beta agsaad npon wfch dm Gnmpany by tnelaneud. 



Provisions may be made under option (I) and (2) foe monthly installments, if each monthly payment amounts to at least ten dol¬ 
lars. on the basis of $8.48 per month for each $100.00 annul installment. 

. .The Beneficiary can neither assign nor commute unpaid installments, unless such right is given to the Beneficiary by the Insured in 
writing and it endorsed on this contraei by the Home Office, during tke lifetime of the Insured. 

The Insured may subsequently change or rtvole bis teleccion under these inetillment provisions by written notice Co the Company, 
euch change or revocation to take effect upon receipt of such written notice at the Home Office of the Company in Grrsaeboro, N. G. and 
(he endorsement of the came upon this policy, by ths Company. 

, The atnoonta guaranteed above art baaed on a guaranteed interest earning of 314 %. but the portion of the payments accruing from 
interttt will be increased to accordance with such rate as shall be determined by (be Directors of the Compsny. ana all additional amouata 
so determined will be paid annually on the fifteenth day of December, units* monthly paymcnii have been selected under ootion (3). 
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II* 1-lSH. I ll ft. 


Assignment of Policy 


For tbs psrpoK of securing any indebtedness that I may owr the assignee hereinafter mentioned. or hk 

estate at my death. I. Jlojrd W« Joffuraon . of 

. *•». Tor.K .City Stau of Row York .do hereby 

assign. traaafer and act over onto Chumioal Bank & Trust ..Oompa*! ..of 

-. If.S. ..TPXk.. State of . .. 

i^JS4SilBiI*t>««oe assigns. Policy No. . ..*$.35.0. J,--- iaaued by 

JEFFERSON STANDARD LIFE INSURANCE COMPANY, or Greensboro, N. C. 

dated the..** ..day of .. .. IfJ®. and all dividends. benefits. and advantage* 

to be had or detivad therefrom. subject to the conditions of taid policy and the mica and regulation* of the Com¬ 
pany and anbjact aad subordinate to any indebtedness against said policy. The object and extent of this as¬ 
signment is to stem the said wsigntt against any and all indebtedness that I may be owing him or his estate at 
my death. 

It is expressly agreed that before any payment shall be made by virtue of this assignment the said assignee 
hereto shall famish to said Company an itemized sworn statement of all indebtedness that is secured by the as¬ 
signment of this policy, crediting said account with any and all dividends, benefiu, etc., derived from said 
policy. 

And said Jefpemon Standard LIFE Insurance Company is hereby authorized, empowered and di¬ 
rected to pay inch amount submitted to it by said auiignte. after being sarisfied of its correctness, and that laid 
Comrmy u hereby released and discharged from further liability under said policy to the amount of money so 
paid by virtue of this assignment. 

Furthermore.^ . hereby constitute the above named assignee. *^.*.. heirs. 

executors, administrators, or assigns, or his or their 'awful substitute, its . lawful attorney for It. .. . 
And in *** name, place and stead to collect from the above named Company any and all moneys 

a'hu h aaid assignee shall be entitled to re ceive h£ ▼ icti^t pf this assinnnml. with lull power to exonoeate, ac¬ 


quit. discharge and releaac said Company therefor*, as fully to *11 tnsruts aad purposes . 
Executed in duplicate on the day and year immedisuly hereafter named. 

cHa&tiBrbM i Wa Mtik thu ht ^._-f 


could in person. 


19 52 . 


L ^ „■ i SEAL) 

ctary Asst. Vlco-Pros. 


.(SEAL) 



The Jefperson Standard Life Insurance Company, of Greensboro. N. C . in accordance with iu 
roles and regulations, as stated below, has teuined the duplicate of thia assignment. 


Secretary. 


Greensboro. N. C . 


day of 


._.I9- 


NOTICE.—The rules require that all inatrumenu of Assignment of Policies issued by tbs Company shall be 
made in duplicate: that both copies be seat to the boms office for mapectioc, one to be retained by the Company, 
and tbs other to be returned to the assignee, to be s Ttnrtmf to As policy, aad that tbs Company shall not as¬ 
sume zsapoosibility foe the validity of any assignment or instrument of assignment. 


(For form of ni esse of about assignment see reverse side). 
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_19_ 

la cocoderatioo for which this ftgnaienr it made having bean filly dwiocpd. satiated. tad paid.- 

hereby relinquiah all right, title, and interest tadar poficy No. ■ ■ ■ . .. d ate d the , 

day of______ 19 _. oa the lift of— -- . tad 

_____ «■ provided by that amtgnaaenc. 

Wkarat_haad aad oa thr day aad yaar above tarn booed. 

-(SUL) 

,-(SHAL) 

State of___Cooney of--- 

On tbia the.....day of_____19__ before ate personally came 

to me known to be the individual_who tithed and exaented the foregoing Rrlcaac and acknowlcdpad that 

_executed the iamc aa_free act and deed for the parpoaca therein i rinul 
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N. ( — C'mwn »<* imM«d Mt to auk* moitHiMi of appficaam tatatrd to hi* tot lor Ifnn I M g M 
('v* THIS EXAMINATION MUST BE MADE IN PRIVATE, NO AGENT OK THIRD POISON BEING PRESENT. 

• ANSWERS MADS TO THE MEDICAt rXAh«NER 

.All «h amt Part Two of mr Awlritm for Umraacr M^IEFFERSON STANDARD I.IFE INSURANCE CO Grteaaboro N. C 



Mq tk* paat twa ] 


4. If aurvird. 


IPTTT 


B. Daring tk* 



lb*. 

lb*. | C*« 


N t —fTrammen ji* HA netted not to ukt RHMMiow of ippltooti ttbwd to hi* ttt lor apici rM to hi *. ;_ 

this EXAMINATION must re MADE IN PRIVATE. NO AGENT OR THIRD PERSON BEING PRESENT. 
* *Uf-«*J L«N»>rtf «*4* ) ANSWEkS MADE TO THE MEDICAL EXAMINER 

of. ja<( fonrnrtf Part Two of my AarIujiIaw for Iwf rmct »* JE^ERSQN STANDARD LIFE 


nxr; 


Whit ii chr umc of thr him thtonth whom too atr mak.ng application. 


A. Wh.i u your dtcapat.onf (Fall tniik) 

B. How long have you bm engaged ia yoot ptnrat oecapatwa? 

C What waa your prtviout ocrapation' 

D. Do yoa contemylaic making any change, temporary or p»r**nent. * T*t onto- 
pationf flf ao. fivr fall dctailal 

yo* contemplate (lunging yoat trudrnot or occapanoa oa accooat of baalthf 
If to. tint fall drtailt) ._ 


twt brrn told that your urine contaiard 



J. 


4. ^ 


J. Hu yoor weight incrraitd during the put two yrart’ 


RE 


171ivll.il LACiaiiT.-TTu- IMI 


JUu 




r*o. ooo 


i FTFTi r-7nr :7ir T n= F 

BB -I'll-'f 


It I >a 


wJtjt 

H V 


FULLY AND WITH SPECIAL CARE 


^-S -M 


B ag arrra a sB 



who it yoat family phyuoaaf 


THE APPLICANT MUST ANSWER THESE 


TIONS FULLY AND WITH 


Hart yoa evtr tuUrrtd from any ailncat 
or diarax of 


A. Thr Brain or Nrtvout Syitcmf 


B. Thr Heart. Langt. Ptrerar or Chat! 


C Thr Stomach or Ihcntiam. Liam. 
Kidneys Or Bladder? 


O. Thr Skin. Middle Ear. Eyra. Now or 
Throat? 


E. llaar you ever had Rhea mat jam, 
Goat. Sypbitii. or Strictaitl 


F. Have yon ever railed ot (pat blood? 
(If ao. give full detailt.) 


H. Art you ruptuird? 


l. Have you ever undergone a migkal 
operation ? 


J. Have you ever been a pa carat ia any 
hmpical. umtarium or aaytaaf 


K. Have you contultrd a doctor for aay 
caute nor included ia a bom aatwnaf 








14. A. Aat yaa 


of aiyaaU.aaO at any 




n-*e 


maay daldeta baa* yoa 


DO NOT.U>S DASHES OR DITTO MARKS IN ANSWERING QUESTIONS. 
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(y\/i 


PART I. \ r IS / 

.AiP/ICMIOK FOli Ur'E IKSURAKCg IK Mrt&SOn STAHDAKD IJFS lKJEHL|fp C0STAK1, C. 

r; . y t; t'VvrfexVxTTLCf-Vr 


1 * M»/*•»•■ 1 \cya /}{'/Af6v? \/e//P vj-ar, 

c AiMivm Ui vlit llcoiiuiii Ni tiA- iwU A hi/ / / " ? 

,Ul ' t/myct A' O'*. iSUUri /j ( 

S„ Sg - &C /Y'C'r// NtmicK F l) So 

7 * (NtereH Hirlhdeyt 4 Dry Month Yet. c. State ,* t> 

*r ui . ^ ***“ * l/ JA'C V.r Where l-ueo /Cl 

3. a VMut u your tKvu[i«Uoc> . ^ S 

(IVerrit« futlv your daily duller) r f , (* 4< ^ ^ 

i Htw you within Ibt |*<( hie yrau " 5 

in iuo uilici i>vui«tion> If vi vli4p s \ 

I Korn of IUki vc 

'y/ 

^ <'«-• *■ f. 

s «. Amouat </loturamv c Amount of Ptomiua; 

<— „ c. f- 

« ■ a c*. » «x { /„/? _.. 


Stmt oc K f. 1) \o 

Dry Month Ynti C. State or t<s*Oy t. ‘' fT^ E. Hcor cc Nltlo'c'V/ 


tStatal /} (■' 1 "***!« 

- 


_ i'J-S 


\UtxxU 




l Amount of I’tvnuoa. 

( V? .-.-V 


‘Vfy^r (a^^«i>T 

ft-f yt~i 


I At rii death Iff lt.«o/« txx 
«£<b Lo to 

Auu/\y 
C Ihtitirtunnot on 
ray We u (olio »■» 


Suk l <.l Ml *^v.l r« l«i« <Sf >^V ««A c diUr-c of IttB caXiMv^iiei* ijtttoWita T 


(Name ir, KuUi 


(Vmyitny 


1 /X: 

Kit(l Ytn of Acjcwol 

!f:oc 


V OVlf Ct-A-Wfc&V' 


llWtUtt ’H') C4t% tfi rf HV> C kttiv.« tKiVviU (RsggjSOa) 


r« /w u 1 '* W 



&M Yen of 


<:•. H««v y«i tcciowv%x.Uca£« Mt Iumc.-.v. /0/& jc'~ ., 14 IXj jrcei frrataapkKtft/gfrg yrjfr , M 

&S 3 ^.‘^r c -‘ rwia,a * 


1C. Have you ca rfjfioalgM ;-.-»dir* U ecy other 
roof (If to, fciro txxat oS c j) 


11. Have you. citbaa l«o ]«*n. oooo.*s«d tta raaM .omol 
Louk. otic* oa uorc ntb t morempli »e i 

IS. lieve you bees dua^ocj ov reoearoa iddika.' or 

>uroc*l tltaatioo vilkbi (be t*et flee jreortf ^ 


'SajZ* 


VI vtvviilC’i QC I. M U^nu 

argiWiA _«_ 

Do you u-ta mail of v/iiuoo* 


Do you u.ta mall oc (fA.'Uioaa U^aoccf 
(If to, ri*u daily ot cytAfcfr quia ttty) 

Do you urc, or bov? yak vrm omJL mil—. oUaral. 
ocauao, or cay other i+rmtktt 




16. Do you urc, or bov? yak erar otai, oyia 
ocauaa, or coy other y/krmthf 

l«. Have you iaaea Imi^ikiior 4rbkcrc 
(If co, aUU'cheo aod yMhere) 


tJ Have voueveroU—^ dime iU or oocupitjoeur k— raiviud >0 18. Aw you wood meenaiy aid phyvtcaU, tM 

do *0 for the beoWU of you. baallhf ^ f.« Aon. any d£2ty> ' 


jfe-. 

u . 


!? t Ifr**lAat »y tqytaaoeof ray policy la—d r. Ode tffVtaaoeahali conetitota a rauficauoo by By 
H yy ror iacU— adodth— or obeo«aa ueadaby tfc C<—7 .’a 'he enact trovided for “Home 4ff < 

ufttVIttKitt. i'.tf 

Vxr 

» l*~y urea for eaynif aed tor nay parton vhtat; Uivaor cUiai aa starter to aay ooeitraca ahkh 
trey be —tad upon tMa rppMnaHoa, that 

lar. Xvery ata la—o l aad ranraaanUtica Lcreia abeva ooatedaad la natarial rad true. 


•vmb 0 WK 8 owx/aro^rra 


lar. Xvery aUU—al aad ranraaaoUlica Laaia abera ooateiaad h cxatarial rad true. 

Dca Aay diatnhutioo d etu^ <a ei>ootuoajE«at et prodte, or pruecipiea. or OMthode which .ay h- alootad aa, Ui» . o- _ • *1 _. 

apportioomeal. aod ije dathbutloo ofSe aaK—l ta a ny pobe y ahith may be ieued under a .. hXicT!iiv[ •Vya'uS* H 

and upon all parUea havum or cfalnia p aay i etweet thereunder * er.vx .''le taa .» .»ter aid peSay 


?* D -J rh }‘*• C ?“ P “ y “> “•“*«» ^ oppboetioo (unioca (Cofxvl, ed Co t l bmrin* the mate aeh. „ Ui. — 

ha. been debvertd to — and then only etdtjecl to lU provWoo.) ualeaa and until (a) (1 hm ucao .arxetai end (b) the pobey mmi md ac— 

cad (c) the fietmtuiD haalieea actually paid to and aoceptad by the Company, or ita eulhorucd wot, aU duria*^lila lime aad atoU I tTia p»d baaStb 

tm. I HAVX PAID tO tHX AOUfY HUUD BKUVIIDKE I. on _____ u . . t 

E 1 ^^t 1 'to*SS%tta? 3to ¥i,l0 “ u ^ Coo * Uo ~ l n —•*** ** Stor vhirhhae baco^Zn J^d* iaad* ac«^!ad 


by ma eub/ert 
Dated at. 


WKaeeeed by 


ted to thauaditlnaa thereof 
at. 

by. 


iT... Ule. 


...day 0/. • 

Sicaeture of the 


pwtofc* 


.SoHdtlao Aj«el 


tokiyto* ft farortaoe 


__ife l.'v IOoUuXh 

tsicN name in nfiXk 




AtMt. HUM<£.0FFICB AQBNUy 


test—tit —m 


QOUTIOHI ON BACK HUSOf TO BE ANSWAAXD If APPUCAHT U A fBUU OE KWOK B N9 46764 


4^ 

O 
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LIFE INSURANCE COMPANY 

GREENSBORO,NORTH CAROLINA 


THIS COMPANY HEREBY INSURES THE LIFE OF 


F F E R S 


i hereinafter called the Inssred) under this Policy, the terms and particulars of which are as follows: 
Plan of Insurance ... Whole Life. 

Amount of Insurance | T* LY.t- . T rtOUhAlI D ..DOLLARS. 

Payable immediately upon receipt and approval at the Company'* Home Office of proof, of the 
death of the Injured, while thit Policy i$ in force. 

Premiutn . | SEVEN HONjJrttO UvUTY-UhL AHJ OU-IOU DOLLARS 

I To be paid on or before the delivery of the Policy,__ 


aa4 .....AH IIAU-Y..„ thereafter cn pc h'rhaa^Wfc.jUmHTliJtTK. 


-in each >ear duriaj the continuance of this Policy. 


Policy Matures 


On the death of ihe Insuicv. 


Beneficiarj 


JUdbOH MilL, GHLEHVILLE. b . C .. EMPLO YER_ 


of ihe Insured The Insured has. 


— reserved the right to change the Bendtrii/y. 


OKACTZ: la tki pt;aul •( «m; prtaUa aitir U« trtt, lllrtj cm «f gne$ vfUoot titoiat in agnail garlag vikk Ua* U« tawraara 
«" U,M is rut row*. I. tie mat «t t«tt e«*rrf t, witkla it. day* at r t„ u, ..,*1* p.wU. taU.U .1 c«m*t , wl kilta dada.ud bn 
tka unil paymUaitMto. 

matramaaT or *oi:—if it. m «r it. i..or.t w b«> niM i.wrmur, a* irn.i Mnti* nt« ttb Potwy mi t* h 4 a* tk* t -i-* -* 

r*U woald kin puikiMt at It# WIKI t(. 

□tOOVTCSTABILirT AKD OOJIT«ACT:-Aft.r t». j.aro troa St* data karoof lib PolUy akaU b* Law.taoliM* tm It* umil ta «!•*(* (n i» 

*1 F'oiiaa, tad «««ft u to It* pisTiiita fioatl.f vtjrov *f praaloa and aoatkiy <- f f^awlt >a W* iral ad total "I f — __ dt» 

atatity, tad prortaioi fia*tia« oddHtoa*! laocraar. la tka ataal *r daaU tnm awtdaat Tib PaBry tad tta apyfeattaa ttarafer, a Mf 7 af wtva b 
Mr«U r comatitutc Ua «tif« eoatratt Ua p4rtUa k«rtt*. All ilKiniU auli k; tka [mr*4 akab, la tka ibMita «f frthd, be In>* 4 iy » 

M.tatiou tad lot avraatSaa, tad at n<> atalaoual .kail avoid oibwtb dofoaaa I* a data aadar Ub Paltoy at lata H b aaalaltad ta aid ap^Sat- 
KWa. 

THl PSmiSOBS. omoxi AWD mormons «»l tortk at tto aaeoad aid ttlrd tun ktrtaf fora art or ttb Coalracl tad in Madia* at bait 
parllta tar.ta, 

Tka trot jtar't ianriaa* aad*r ttb Polity b Sana I ■await*. 

IN WITNESS WHEREOF, The Pilot Life Insurance Company, at its Home Office, in the City of Greensboro, 
North Carolina, hai caused this Contract to be signed by its President and Treasurer, and to be countersigned 

by an executive officer, or by its Registrar, and dated the_ FUU rt TtvfTH _day 0 f 

..^.ECt^iijjrt-nineteen hundred and_ T hus! f-H /E ___ 
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NONFORFEITURE PRIVILEGES 

ktui UlM /MU' pctalgmj ikJl to*. tom I, f»u. If |U'I ta alia to iv« P«ym«( •* “7 "W toai l yemmimm, Ufc Fmtoy art* to tokM to tta 

fatlavlaf prlrlUfM 

CASH SURRENDER VALUE -T>» latabl aa Uf*1 aa/raaiar U ilk Pallej U lit C«»panj at Ha Hama OAmmi Ulrt/^aa daji aJW Ua (•« beta af mi 
pr«Bka bi; lb* Cub 8jrr»a «r Vala# (|\| Tt ], ( f M n«b 11,000 of liwnid b |(r«i la C4w 1 af Ul Rbia Miv)] frfttW, Ual lb (bmp**/ rmttM 

tla >>«■>■ 14 defer tack Iifciti of C»-k HoraUa valia, la wtoto w to ymit, milk lalarato at aU paraaal pm ■ ’» , «•» » pntod m.1 » io to 1 »« toi aaaiki fxas 
l»* d.<# it at vailtaa ixgaa*) Ituitai la »lto «to n« Caapaay at IU Ka*a 0»t«, la uaa Ito Caapaaj ikaall Mini to to a n ataa r y faa Ito fc.UttUm a( 

tk» oikar pcllcykelfen; aa 

f AID UT INIUKAVOli— la Uaa d peak Ckak egrxajai VaJaa, punllaJ lk.ee ia aa yrlaa iadatl«Uaaa k fill a, Ito Iaaara4 may alaal, k/ wrttu. aafaaaa Hal 
at ia* Huai tmra ailkU tka aama p*ritd «*4 tc«myan»l by tkia Ptlicy fw yi«y«c aaioaaaaaal, la kata Ikia Policy aaall a a*4 from aald data aa Paid ay Naapaallat- 
lit >a laauraac* lot a aadarad accrual irraidaj ta ita natal al yaaa'a ftamlama paid (Tka amoaal far aack #1,011 af laaaraara la fltaa la Calami U a( ito lakta 

bl«B), or 

AUTOMATIC EXTENDED INiUBAJCCE^If i0 «!«<!** 0 f Paid «p Inmad w Cm* Valia b bMi 1/ tla listed wlilia tla pa^ mwariaae 

lereoader aball utMiiifiH; k <-aalta«d. f'm u« iit# of u Not putinpoliif T*rw Inorftu^ for tla UJmUi la (Wia» III af Ur Tiblr Ul«», 

<«mi{oi4ia| k lb# nowlrr «f friBmnjr.i Tk>i PrU«; to ttttmtd, mj U nrreadtrad al n; lima t«f lu foil rmnt walat al lb liat af mmkr. 

Mill Of RESERVES AND VALUE*:—loarwaa «IQ ba waiaUlaad aa lll« Pahej, baaed ©a tla A markka Bxpvbace Tail# of MartaBtj, 

1<w , will labreat al ibt rata of lira# u4 tnkif (arttil pw uica Tla (urultai vnJaaa la tla mrapujltf labia are batad «a tla imrna, Uaa a mraala 
<ba/fa af aet wore U>» 1*0 »»1 oaa ba'f pt f bl cf Ua fua aaoaat of Ilia Paha/. Pafatil af put af a ytu't —Mbw, aat laaa Uu » rafakf |aulart/ laMal 
aiaal, alaJI raUt-t; lacraaaa tka »alaaa 

TABLE ABOVE MENTIONED FOR EACH $1,000 OF INSURANCE 

torwnonD otom mu urn no mononai nu> 


After aU 
l'rrrr.- uirr art 
pa d fee 

COLUMN 1 
Orb Viircadtr 
Valtr 

Laaa Valar* 

COl UVIS It 

Fto ip 
lrwnnca 

COLUMN m 

Fttcadrd Trrca Imoaa 
(Aatawatrf) ! 

After til 
Perwia&aaif 
Paid lac 

COLUMN t 

Cub Jimton 
VtiM 

Logs VcJmt* 

COLUMN II 

P 4 dto 

COLUMN Ul 

EnoM Tent Imtoi.mm 
(A.contofc) 




Y«m 


Ym> 



V mm 



$50 

$98 

) 

8 

12 

256 

415 

10 

0 

. 1 

72 

1)7 

5 

0 

1). 

282 

448 

10 

) 


94 

177 

6 

1 

14' 

)08 

481 

10 

5 

i 

115 

211 

6 

11 

15 

))4 

51) 

10 

7 

► 7 

1 17 

247 

7 

8 

16 

)58 

5)9 

10 

7 

8 

159 

281 

8 

4 

17 

) 8 I 

56 ) 

10 

7 

; 9 

181 

115 

8 

10 

18 

405 

587 

10 

6 

■ 10 

207 

)50 

9 

4 

19 

428 

610 

10 

5 

11 

2)1 

)8) 

9 

8 

20 

450 

6)1 

10 

4 


If ibia PeV% i« roihtW'l in fare# tejroc-’ i»tat/ ynarr, lit abort labia will la aiiraiad aa raqaaet. 

• Tba Bins'iJf, loan valua ia ©Mined b ded.rtitf internal ia advaact, frcia Ua waltee lata |t»ea, la Ua tad af tla ctrreat pclk j y»u. 

INDEBTEDNESS REDUCES THE VALUES OF THE ABOVE OPTIONS:—Air nMudteu to tla C©»faa> tutit| at Ur lutr of drfaalt ia p reran® pajaaal 
•kali i- .• t« I fr r tlr f • l » n*b Surrender Valua. tol Ibo treat of Eilaaiad T«r® Itriiiica ©t Puftp Uauraaaa. ftaateJ ia tucl raaa, alall bo redaead U 

tie | - |vft r» » a .* M tfltrtt laara to ibe full Cub Burtaadat Valia 

SETTLEMENT OPTIONS 

If ttiia loltrj it at uiiftH, tba laoattd, al aaj Iik# arhila II la ia farea, or tlo Boaoialary, a pea Ua <nU af tla luarb, vkOo It b la farco, mj mbod 
y»-y‘ Is «M ia*. runni Ft iu al etatad ta OfStaVTVf fMlMt, or at; AfsN^Bttt tMtrlUf U OpUoa HI, aU)ait to tlo 

folfowfaf pillltu: 

Tl» t r«t »o»tiln.<tt will la pajvfbt$M|^b||| M paawb ^i> i Boat l of Ua Uivtd, ud talari a at loatalimaab will bo jojabla oa tlo meaaa l 

va g aaaiaaraanaa ©f aucl ftyeut llaraaftaa; aav aiTrtTffrBBolSoSMIl^^UvL&^M^MS^g^AtAd PoEaj f bo dadaetod fraa tlo irwt Uotalaaoat or luUl 

irrnta 4ao 

If lla PrrrPiirr i’.ouM dir taf r# lla Naplrilta of tlo ioaialaiaat payarata ttdtr OftMTl 00 II, Ut wyald lutabtba wlO bo fall tloroaftoo to tbo 
tiNulcr*. a jmif.iatratora or au irn* of tba Barrifiarj, uelaoa otltrwiaa proridrd tad cadoraod oa tlb P»B*y 

Tbo fraitrod maj at a»y turr rutarquratU rkaaja aaj aalorlloa of aallloaaal optloaa aa say bo daa!rod r aa alara ItloaUalod, aad mj aloo mala aaj oabatbo, 
tlarr* % r.ali*^ it « 1‘otirj jaya* r ta ©nr ito l» 1 aalaalioo, rlitfr. or rarorailoa of aalortba aaal bo ra^aactod lr lla laaarod la wrlttaf, aal will sot tala affoat 

watil an lorK 1 oa U a I'vIim !•* it.r <*©w; »ri% at itn Hoar.a OflW 

Tbr Haaalriary ran of .tkrr a»« k *n n r * -T-fiuir ««pa:d laatalwaata ©r iataraal. walraa rarl rl|bt k firaa U Ur Baoalrbrj bj tla laaarod la wrlllaf. aal b 
ralurard <*a tit* !'•!. » It tbr <' t;»x* at Ua H or iMF.rr. duri*j Ur hfetiiwr of tla Iaaarol 

I * i* ■ r- o i rail f*r iurwii in rilbrr r r 1H%, quarterly, arrti aaawal or annual iaalalaiaata. 


OPTION I LIMITED INSTALMENTS ON THE BASIS OF II.0CC. PAYABLE AT MATUEITT 


\. 1 1 \»rfk In*ie*me-** 


;a. 

2-» 

JO 

15 

10 

6 

4 

«• \>.*ici«! Iit'lalntriii* %»ioart «*4 ra<It 

1 r.j.t 

f W -V: 

1 > ■« 

$ 47.9^ 

9 MU 

f 116 1* 

fit9 99 

096J.O4 

*.r | ii»t Pu'in ! • 


l*> 

197 • *• 

177 41 

10© 96 

22 

MTIl 

2V9 69 

art 1 ■.. 


r.4© 


•*> ••» 

73.6V 

1«V 141 

173 4* 

250 00 

» \| It ml .. t. 


4 4*. 

4 V4. 

5 7V 

7 10 

9 KS 

19 It 

2217 


OPTION II CONTINUOUS INSTALMENTS ON THE BASIS OF 11.000. PAYABLE AT MATURITY 
Tkr an-vunt *r r»ii, a»-t tbr yjiffiVrl tninrojm cuntrr of ir.alalo’-aata. t© ta datarsiaod fcj tla t|« af tie Baarieiarj at tlo daall af tlo Iaaarad. aa 

oVoth It Ik. f ' »>r.> fal > <a Ua bar n of f 1 Tie juaraateel mmioum t .mbrr of o^aal ataoal nrtalwaala at loaat will bo paid, bat laalalaaata U eoaUaaa 

d«r«iy «». eit.rik ,.f Ur 1:-n.6riarj 




U U I: ;! i| if if if i|i I| if ij Jj 

•- I’ \t s: ]i lr |f f« *£ it ]s 

. “* r e• a* c s c a" * i. i c ■ •; 

i «• c » f * ►; • t • ! S* *2 *2 • t ■ 5 

i« ‘ . <* ' * «1 <£ 4c <£ < £ T * od 


15 M? 

16 


23 * II 

21 *1 

2ft < r * 

2<- I 
27 1 «.• 


31 IO 

'* ♦'.* 

oil a: 
_*v $3 
VS 41 
4.1 41 
12 41 
i: 4 i 
«4 

07 *4 

4.* 4'. 
T4 4*. 


16 111 90 Ml 54 
.tv 42 11 41 ;t 
•SI * * *1 41 f»3 
m 4 : y- «:;. v 
09 42«r* 42.15 
35' 4.105 42 63 
t.l 4131 «:m 
•*' 4tf/«; 43 20 
.*•* 4.1" 43 4.* 
'll 41 IF 41 -t 
'I 41 41 0* 

IT IM: 4 ♦ 3 A 

VI | r . i: 44 M 


a 

29 

30 

31 
« 

33 

34 
55 
50 
57 
31 

i 59 

I 40 


• •6 i: 143 90 445 
46 5* 46 29* 4V 
44 91 4V Iiy 44 
4 : 47 41.13 46 
4T>’' ; 4; Ta 47 
4t37| 43 OVf 47 
4^ V' 4* '4 4T 
43IU 4>dS 43 
49 94 U V9 43 
WS* 50 U 49 
51 19! ?» yvi 51 ) 
51 *1 51 J7| VO 

• St52 5 ?AT; 5 , 


53 143 01 

>3 45 37 
23 45 73 
6 V 46 lf> 
10 4f. 49 

54 46 90 
01 47 32 
49. 47.76 
rt 9 4621 
5? 43*9 
07 43 19 
61 49 69 
C4' 50 20 


tl 

42 

IS 

46 

45 

46 

s 

tl 


• 53 14152 71 351A6 350.74 
53 99 53 41 31311 51 50 
51 1* 54 17 33 INI SI 39 


3563 
54 8 t 
37 45 
5143 

59 4T 

60 57 

61 72 


34 96 53 99 52.47 
55:9 54 42 53 07 

56 65 55 33 59 63 

57 56. 36.171 54 99 


07.56, 06.1 * I JIM 

33 91 36 99 54 91 
39 31 97A3 55 64 

_69 56 39 71 36JI 

62 04' <1 66, 59 621 56 99 

64 SM 62.!M> 60 551 57.6T 

65 3l| 64 W, 61 51| 59 56 



Si 


U 


i m 


80.359 04 

63 S31 59 71 

64 54 ; 60.40 

65 59: 61 06 
56 66 61.71 
67.74! 62 53 
69.63 62 93 



ii hi 

fc 1 i= 

a k a 2 

◄ 5 1 


IS 

l! 


]993- 10A54 69;. 

101.44 
104 19 
106.49 
111116 
11610 
11031 
124 60 


66 654 
•0 64 
9162 
94.60 
96 A5 
9117 
10CJ4 
101.13 


•76 V 
1709 
77.37 
7179 
79A8 
90 36 
30 36 
9142 
01.96 


64.61 
34 At 
9 T.lt 
97 Jt 

r.M 
•Ml 
•f.Tt 
97 JS 


OPTION 111 INTEREST INCOME:- IttrreM raroir>r« tpex tla polity pf«v«oJi i«nli| fr©» tla dab *f Ptlltj, to b© pojobla aaaaallj at tla 

rale i.ff tir.r :». » . .. I |.rrii f©r »u»®. diiia^ Ua l»frt»»r^ of Ua Bwwa6rtarj, tt f©r 0 alorter lul parbd If rwqweatrd bj tla laawred, aad tlaraaftar tba pattfj 
I r-.-rr '« I., le |.n tl!r «• m-l |»-ra>ra M alall lit* been ajT©0>1 wp©» will tla Cowipaaj bj tla Iawcrad. 

T . . ,|i 1. , . • , • ip* . n 1. U an Ull aboTe arc baaed ujy n an aaauoied iatarcat earaiaf af lira# aad aaolalf parcaal. bat If lla act awcra<a rab af lalw* 

dt earning* uj- r» h- M wn !<• tFeac apii^aa. after praviiSoi for iavularnl >>d alrninblrativa aijaaraa, b faaid bj tla Crapaty foe aaj jaa t la ba fraaUr 

U.r. rtrrr ant me balf (rMit. Ur «*» flat yur aader Oji.oa I or 111 .» nndrr Ojtba II wltlla lla aawbar af jaart faa wlkl pajwaab ara 

x »1tI| If inrtr.'trd ar^ordinglj. 

P<ft fbet 


ro 









SPECIAL PRIVILEGES 

CAM* OB PBBMIUM LOAM! -Aftrr fAymrat rf ['«!»•• tot Urn er ac»r# yrara wkilr tkia Palicy la U full ft" tkr Compooj vtll Im* e» Ike ac * 

U«T««f. pape/l/ •* ■kirk will as; «tUUaf lc*a Uiraaa, aaj vltk la to cel ta Ur aad cf Ike f«ire«t f*U<f jw at ike Iota! Wen akall »• 

*• a» at tka rptira of tka o«mi iom tkaa tha limit aa«»'ad b/ Ike Oark fterrrader Valae (Tha raise fa/ rark fi 1.060 af unnacr » flrra U Colume I *1 ttr iat> 
aa paf* Tka kai vtll boot lataraat at tka nXo af ala paieaal p*r uioa, payable on tka premia* f+ytog aasitmaary of tka P<J*/. aad a oy kr t « ! «.ff at a 

Uma wk>la Ikta Pali/; la ta fall fart a It lataraat ka aat p*id vkaa dee it aUJI bear lataraat, ptotUaJ flat at all limta tka a«t ra ladebuJtaea tkaa ovietax In/ aka! 
ka *1Uta tka Umtl by tka Ceek Barrcslm TaJaa, atW/viaa am pay meal cf lataraat akaJl raaiar tka lahey aaU »*4 r«»d thirty <■* deya afur ».? r - f • 

Ml *katl kaaa Ira* a at to tka r#|i«tar«4 aW/aai af tka Im>*4 and cf tka u«j|i»r if aay Uni ta pe/meal i( prrmiam akall a!am ta cal# witkMil 

pec tp^ar meat kit tka fraatlaf of atkat lotia u; ka p*mlp**e4, la vkala or ia fait for a fari>d eat airMlUf ai* mcatka aftar a pf! malice therefor tu teat fl.r 1 
at tkaGcapaa; • H.var OBee. la eaaa rark aoaraa akaatf irtw saceaem/y for tka jrotarttoa cf tka atkar p-ol*/held*re 

FUMIVlf LG ABM C AB BB If A D 1 AlTTOHATlO, Wkaa tkia FalJfj ku taooaa emtJUed aa Iraa raJaaa I’fca vnttrs reqarat «f tka IciirH a- 1 »»# /•*•* »f any 
l!*d it ita Biar OBr# pilrr t« fafarii 1 j pa;cid »( m; friciia, tit tvei|«i; If u; frraua tkarrafirr ikall a«t ta fuJ *lra dta, ilall rliifr U> •- t f 
aatd premia* ape La at tkia Palie/ aa a tear, If tka kaaa va>aa tkaa available n aufl'irtt to rrwr i.*k advaata. othcrv.ee tka Cempeey aka ep-pl? n * 1 *• * iifr 

available. t* p-ej the p/ratam ratably for a akortat p*H»d, at tka atfiraito* of vb»eh tkia Policy akall ta tali and veil bark lose akall t« awkjon to tr.» • -. »i 
paotlalaaa ta tka pravkoaa parafrap* Notice cf rack adraxi akall U mailed to tka ttnrrd ail au ferr if at; aad at aa* tim# vbitc tk.e iVlir; la tU* i.rtarrl 
ia farrr. tka p«/mcsl af premiame ai; ka recurred. vtibovt saeJlreJ aiamjaattoa. bat askjart to payarat cf er'amwtairJ or ita ertilrmcet t * irf. \- 

aararod t j tkia Ptliaj. So parr akall to tllcwad la acaatetioa witk tkia |fo«<a»ai 

BBIBfTATBMJOfT —At u; lima aftar dafaalt ia fipartl of pramiam, aalaa* tkia i'c'. ty tai t*«i an/raaiarad or ita ailrei t panod tar »»}.’r it si • + 
r» MiurJ apo« atJdaara of laaaiatUltj Mtlafaatar; ta tka Ooojaea, aad tka patarM a rairUatrarat of all arraar# cf f»r*ic* a*i ia lakte-lsrar ».ik i»'rr»at 

tkarooa at Hi porraal par aaaaa, from data of dfiall 

I®*I^CIAIT -dtljMl to tka lataraat of aoj unpM, pr-*.drt t>r rifkt to rlaap* tt» IVttlmii kar aot Im aiitoJ, tka laiuri km rkan/a 
Aad rarraarfralp rkaaf* tka Baartrlaip or Baarftrlarlaa t? aotlca to tka Coapaap, at ita llcaa i*ftrr. ia vntiap a'roapac.rd k j tkia Pall//, n<1 <kat|r l* l*'<rr 
• Pvriif# aal / vkaa aadonad kir«t fcy tka Conpaa/. If aa/ limfnar; akall dir iff ri tka Ur;>»l, tt« tatarrat cf aark haaairWy akall root la tkr I arc red ti.'taa 
ctkrr vIm aiproaal/ prarkdrd katail. If ao Braikir; U li»l*f at «b» dratk of tla loaurrJ, tkr prorrada ulir tki- akall ta pa/atlr to tkr aatf-wtera. ads.* 

Irtratora rt aalpu of tka larsrad 

CHABOI OP Pl«AJf — 6koaid tkr l:rarrd !<«rr to rkasgr tkia I'oliC? t • mr • tkr/ fora of IVlir/. of tkr aavo riarr oa • .tan lard p at cf tkr aamc lantt - 
lag tka pa/mrat of a kl 4 kar rata cf prraloa yoorly. tat wltk^ut Tctal at j 1V»* »*>rrt T‘ aal i'll/, r Arnlnt laltsmt; linraart Trot.lira, n^pt a* r^at# • • 
la tkia Pallr/, ka kaa, prior ta dafaalt la paymrat af aay prrmiav, 1st 1 rfero aa? < a r ».n !««■ t;rd aitk tkr Ccrpiir f»r Or trarfl* prondr i >a tkr 7tta at J 
Prrmaaaat Ihaakillt/ lararaacr Prarla'-oa atd rak>oot to tkr tatrrrrt f at* a»* <?rv. tt» fcl' «>t| optioaa of fcatrn .a, wilkvat aa*-»'* a»i « a , kaf^* attala 

up tkr ii*rd tpa af fifty Ira 

rtrak. Tc rkaagr ta aa/ rock plan tkaa limd I* tkr Company ca tk# p»»r*m f t»r ’tfu'.u ^«^|A at tkr tkra agr of tka laoxad. 

radartlot of prrtaKm a * moy ta allf^od (a Oor.(!fi|»r:loa of tkr par'. payn.mu aa * PkOI/T* r 

laraml Ta ckaafa to aa/ hU pUa mo UMkf KJ r Hk (Wjai; to bo aaaatr* ai f*f tk* *'.s v a 1 ..’at» aa tkia I - Itcy. ly pajitg tk* difrrracr tatvram 

tkr part pa/atata aadrr tka Pc' icy aad tkr aarraapcadlag pa/vrati tkat atsll ka*r Im rr^irr<i for a»rk otbrr IV.ry, Cgrtktr vltk latrrort oa itfk diffrrrn* ■* 

at tka rata of all parraat par aaerm, ia laraatoi /tail/. If paat payarrta ual«r tkia \ ■■!.*/ isrlutr a apanal pramiam for tkr Total asi lerrcaneat Disability leajr 
aaar Pravlaloa, rrodH tkarrfor will tr aJ’ovo-d oalt If tbr srw j- lirj a ao nit" • a' , •< * *i c atl f pan pay-, ran an In tk.a Policy incladr a apaoal prrviua 

for Iba Aci'.dtM lairmaily laa.raacr I rcnaica. rrodlt tkrrrfcr v.ll 1* aUo»cJ .f tl r nf« pa ity ala- cctta.ai ttai promise Any ^aa »alca a»ailat!o ly tkr 

U, *M af tka arv policy aaar v * "vd u mak ag arttlrmant ot c »ci e 


GLNLK>M PROVISIONS 


1 HU Fell*, don let till (J t* t ,, til It fell U«e JiUtellt t« lit lenfM Itl It* frit (lit - IE tn tin irttlll, |tlf, dtrlo, tfe* tllitiil 111 (w-1 tllllt of 
U< Iin,i4 


t FATtnUTT 07 FEZMIUMI All *<ia>ioi », pitatli at lt» llorr# IU * of tto i *a | taj. tot it, U ,«-J ca ar t«f;ra tt, '.till J.o to tto <«ai(«t, • 
afoot la out oo,o for tto Cos,an,'o eft rial raooi| I. l,r fJ to orr .f tto So. oa ooftrrol to ta o* oa J foui toil ,o*l t, tto a,oat If at, (roaiija U act pa.d atoa 
lot, ttU PaUo, itall U ||M tad all poaiioaa forhitid to tto t oo) oa,. oaroji to lorau. ,rooi o-l Tto jioailorta oa ttra Folio, aoo coafutod oa tto lino ttat itao 
•dll to aaioall,. la adoaaoa, tat far tti ooaooaioaeo o-f tto latufo-i tloo •- , to j ail aoo-l aatuall, ar ^tartool,. 

> MODXFICATIOlf:—Oal, tta Iroalloat, a Vtoo Foouiomt, tto ftomtaoj, 11.17, Aivattat So-iotlo,, at attao oiooollo. rSoar. oa aa*(<worfJ to tta C<Br*t 7 
ta sata at nadir, Itia 01 at, ettor oaaliaot of laiuraa-o. at to aitaad tto tiac f.o |«>nif to, traoiam, 01 to »aioo aa, forfaitcro. 00 to tied tto Con^at, ia too 
aataor vtataoaoat. Ttoao |oo*ri eaoaat to do'.o,ato.l, tad nuat to aioroiaod oal, it *rit t|. wtiot ittll to tto ott, 001-doaro of toot otoroiao. 

4. ■nTUDOIIT:—At, to,ant Of aotUomoat tarocedoo at a'I to nidi at tta Hmo ttSoa of tta Coa[oa, oa foafoo l'*t' norotSor of ttlj Fol.o.o, at! dodoo 
lien atnll then to ion If of no, ladettedaco* to tto ton. (to, toir-... moled, 1,, 10 ite oo.m lt.ol lino I'olm, totaB.11 a tin* doom, t'o f-il |«:m, ,oa aa, lafeott I 
|oanlavi fro tto talaaoa of tto illd frit pilio, ,eto Afloi tto foal |*tir, joao tto'o at* n t lo a-., doluoliaa cf dofmod |ioiatntn at tho natarila of ti a i’olm, 

t. AAt 10 Mid EXT —A a, ualfiaiat of tU* Ftlif, aoit to mado le da>liftto, tott to to aect tf tta llano t.rftai of tto lonjoao, oto ta to rota,tod, atd tta 

altoi oalaoaod Bloat, fat Itia *c'f« ««I Vo f.oeiotad ntoa dooSoo* Tta I on. naaamoo ta raapo IlitUit, far tta oaliJit, cf 110 tnftniat 

* Tk 1 1 tolir* *kz'i c t \ petti' pa»* ,» tkr rarp • rarmafi of tk* <o»F|at» 

T, lalaoo citaoaioo a*,r»Mlo ftaoidod t, aadacaontat tooaoa. all nftia oadoi tto I cVc,. aot>ol la aa, aaairasael taroof, na, to oaoocaod V, tto luoiod 

aad for tla t-la toioti nlttaut tta ocaaoat af tta Baotfolto, 


• dUICIl)*: — If Ita ltaorod itall ocanio aomido, at r li>0 of . afro, a.-tir 
a»ojat npoal tv tkr aim cf tkr prtmiuaa pr*4 


yrara fr t ttr air bcrr.f f i I t<» 


U i. t an i • , !. r 1 r; t f r an 


f*it tar 








IPWPtH l 


PILOT r- 

1.1 I K INSIIIUNKK G0HPAN1 

(•HKK.VSHOKO. .VOWTH <‘AIHII.INA 


INHCUANTK (IX T1IK I.IKKOK 


KLOTi> -LLMAO 


AMOIATS 3 . v> v> U 
1).\TK JCvL'.' >•_!( IO, 1 ill 
AWI'Al.lniKMIl M S 


















FLOYD \V. JEFFERSON VS. GUY T. HELVERING. 


45 


62 Exhibit I. 

Statement of Financial Condition of 
F. W. Jefferson as of 1935. 

Assets: 

Stock pledged with Chemical Bank and 
Trust Company of Xew York $96,264.11 

Unpledged stock, estimated 7,164.25 

Cash value Life Ins. Policies, estimated 28,260.00 
House and property (appraisal value) 29,700.00 


$161,388.36 


Liabilities: 


Guarantee of debt of Fitzgerald 

Cotton Mill to Win. Isolin & Co. 

Guarantee of debt of Fitzgerald 

Cotton Mill to Chemical Bank and 
Trust Company of Xew York 

Guarantee of debt of Cochran 

Cotton Mill to Wm. Iselin & Co. 

F. AY. Jefferson debt to Iselin-Jeffer- 
son Co. 

F. AY. Jefferson debt to Georgia 


$290,536.40 


70,500.00 

183,902.48 

159,000.00 


Holding Co. 16,875.00 

F. AY. Jefferson debt to S. C. Xa- 
tional Bank—1 3 of $10,000.00 3,333.00 


$724,146.88 
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FLOYD W. JEFFERSON VS. CITY T. JblELVERING. 

63 Endorsed: United States Board of Tax Appeals 
Filed Dec 2-1939 

In the United States Uourt of Appeals 
for the District of Columbia 
B. T. A. Docket Xo. 93586 
Floyd \V. Jefferson. Petitioner on Review, 


v. 


Commissioned: of Internal Revenue. Respondent on 

Review. 

Praecipe 

To the Clerk of the United States 
Board of Tax Appeals: 

You will please prepare, transmit and deliver to the Clerk 
of the United States Court of Appeals for the District of 
Columbia copies, duly certified as correct, of the following 
documents and records in the above entitled cause, in con¬ 
nection with the Petition for Review by the said Court of 
Appeals for the District of Columbia, heretofore filed by 
the above named petitioners: 

1. Docket entries of the proceedings before the Board. 

2. Pleadings before the Board, including: 

(a) Amended petition and annexed copy of deficiency 
notice, 

(b) Answer. 

3. Opinion and decision of the Board. 

4. Stipulation of Venue. 

5. Petition for review, together with proof of service of 

notice of filing petition for review and of service 
of a copy of the petition for review. 

64 6. Stipulation of facts together with joint exhibits 

A, C, I). E, F, G, H and I. 

7. This praecipe. 

GEORGE D. BRABSOX, 

Transportation Building, 
Washington, D. C., 

Attorney for petitioner on 
review. 
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FLOYD VV. JEFFERSON VS. GUY T. HELVERING. 

Service of a copy of the within praecipe is hereby ac¬ 
knowledged this 2nd day of December, 1939. Agreed to 

J. P. WENCH EL, w 

Attorney for respondent on 
review. 

65 United States Board of Tax Appeals, 

Washington. 

Docket No. 93,586. 

Floyd W. Jefferson, Petitioner , 
v. 

Commissioner of Internal Revenue, Respondent. 

Certificate 

I, B. D. Gamble, clerk of the U. S. Board of Tax Appeals, 
do hereby certify that the foregoing pages, 1 to 64, inclu¬ 
sive, contain and are a true copy of the transcript of record, 
papers, and proceedings on file and of record in my office 
as called for by the Praecipe in the appeal (or appeals) as 
above numbered and entitled. 

In testimonv whereof, I hereunto set my hand and affix 
the seal of the United States Board of Tax Appeals, at 
Washington, in the District of Columbia, this 4th day of 
Dec., 1939. 

B. D. GAMBLE, 

Clerk . 

United States Board of Tax Appeals. 


(Seal) 
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66 Endorsed: United States Court of Appeals for 
the District of Columbia Filed Jan 2-1940 Joseph 
\V. Stewart Clerk 

In the United States Court of Appeals for the 

District of Columbia. 

No. 7556. 

(Board of Tax Appeals Docket Xo. 935S6.) 

Floyd \V. Jefferson, Petitioner o<n Review, 

v. 

Commissioner of Internal Revenue, Respondent on 

Review. 

Stipulation as to Printing of the Record. 

Whereas it appears that Exhibits E, F, G and II filed as 
part of the Stipulation of Facts before the Board of Tax 
Appeals herein, consist of four insurance policies issued by 
the Pilot Life Insurance Company of Greensboro, North 
Carolina, and 

Whereas it appears that the terms and conditions of said 
policies, and all endorsements and assignments thereon are 
identical as to each of said policies, 

Wherefore it is stipulated by and between the parties 
hereto, acting; through their respective counsel, that in 
order to save costs of this cause, the Clerk of the United 
States Court of Appeals for the District of Columbia may 
have printed Exhibit E only, and may omit the printing; of 
Exhibits F, G and II from the printed record herein. 

GEORGE T). BRABSON, 

Counsel for Petitioner on Review. 

J. P. WENCHEL, 

Counsel for Respondent on Review. 

Endorsed on ('over: Xo. 7556 Jefferson, Petitioner, v. 
Helvering;. United States Court of Appeals for the District 
of Columbia Filed Dec 6-1939 Joseph W. Stewart, (,'lerk. 
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United States Court of Appeals for the 
District of Columbia 


October Term, 1939. 


No. 7556. 


FLOYD W. JEFFERSON, 
Petitioner, 

vs. 

GUY T. HELVERING, Commissioner of 
Internal Revenue, 

Respondent. 


BRIEF ON BEHALF OF PETITIONER. 


Statement of the Case. 

This is an appeal from a decision of the United 
States Board of Tax Appeals entered July 29, 1939. 
The case was docketed before the Board of Tax Ap¬ 
peals as No. 93586. The findings of fact and opinion 
of the Board were promulgated July 25, 1939. The 
Board’s opinion is reported in 40 B. T. A. 274. The 
petition for review was filed on October 28, 1939. 
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This appeal involves a deficiency in income tax for 
the calendar year 1935 in the amount of $1,773.09. All 
of said deficiency is in controversy. 

This cause originated upon a notice of deficiency 
issued to taxpayer on March 11, 1938, from which the 
taxpayer appealed to the Board of Tax Appeals. In 
said deficiency notice the Commissioner asserted a 
deficiency upon the ground that the payments of 
premiums upon policies of life insurance taken out 
by taxpayer to indemnify certain creditors against 
losses, were not allowable deductions from taxpayer’s 
gross income as expenses of doing business. 

The taxpayer contended that the payment of said 
premiums was necessary for the taxpayer in order 
to indemnify his creditors against losses occurring 
from certain mill accounts, as well as to protect tax¬ 
payer’s interest in a partnership, and that taxpayer 
was not a beneficiary direct or indirect under said 
policies. 

The Board decided for the Commissioner. 
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The Issue. 

Where certain policies of life insurance were irre¬ 
vocably assigned by the taxpayer to a bank and to a 
cotton factor under a contract to indemnify them 
against losses from two certain mill accounts, as well 
as to maintain taxpayer’s services as a member of the 
cotton factor partnership, taxpayer being required un¬ 
der his contract to pay the premiums on said policies— 
was taxpayer entitled to deduct as a business expense 
the amounts paid to keep said indemnity contract in 
force? 


Statutes and Regulations Involved. 

•Section 23 (a), Revenue Act of 1934, in part: 

(a) Expenses.—All the ordinary and necessary 
expenses paid or incurred during the taxable year 
in carrying on any trade or business, including 
a reasonable allowance for salaries or other com¬ 
pensation for personal services actually render¬ 
ed; •• * 

Section 24 (a) (4), Revenue Act of 1934, in part: 

(4) Premiums paid on any life insurance pol¬ 
icy covering the life of any officer or employee, 
or of any personal financially interested in any 
trade or business carried on by the taxpayer, 
when the taxpayer is directly or indirectly a bene¬ 
ficiary under such policy; 

Art 24-3, Regulations 86: 

# # * If, however, the taxpayer is not a bene¬ 
ficiary under such a policy, the premiums so paid 
will not be disallowed as deductions merely be¬ 
cause the taxpayer may derive a benefit from the 
increased efficiency of the officer or employee in¬ 
sured. (See articles 22 (a)-3 and 23 (a)-6 to 23 
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(a)-9.) In either case the proceeds of such pol¬ 
icies paid by reason of the death of the insured 
may be excluded from gross income whether the 
beneficiary is an individual or a corporation, pro¬ 
vided the beneficiary is not a transferee of the 
policy for a valuable consideration. 

Statement of Facts. 

The facts were stipulated by the parties and are 
contained in the Stipulation of Facts and Exhibits 
filed as a part thereof (R. 20-45). 

1. Taxpayer is an individual, married and a resi¬ 
dent of New Jersey, with his place of business in 
New York City. He filed his income tax return for 
the year in question on the cash receipts and disburse¬ 
ments basis. 

2. For several years prior to 1935 petitioner was 
a member of a partnership known as Iselin-Jefferson 
Company, of 90 Worth Street, New York City. Iselin- 
Jefferson Company as composed of two partners, 
namely, Wm. Iselin & Company, which was another 
partnership, and the petitioner (R. 20). The largest 
part of the capital of Iselin-Jefferson Company was 
furnished by Wm. Iselin & Company, and petitioner’s 
contribution to the partnership was the personal serv¬ 
ices he was able to give to it as well as his contracts 
and associations with various textile manufacturers. 
Petitioner had a great deal of experience in the tex¬ 
tile business and his knowledge and experience in that 
field made his services of great value as a partner in 
Iselin-Jefferson Company. 
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3. Among the mills whose business and accounts 
petitioner had secured for the partnership of Iselin- 
Jefferson Company were the Fitzgerald Cotton Mills 
of Fitzgerald, Georgia, and the Cochran Cotton Mills 
of Cochran, Georgia (R. 21). In 1931 and 1932 these 
two cotton mills were heavily indebted to Wm. Iselin 
& Company for large sums of money advanced for 
their accounts by Wm. Iselin & Company as factor. 
These two cotton mills were likewise heavily indebted 
to the Chemical Bank & Trust Company of New York 
City. The combined indebtedness of these two mills 
as aforesaid was in excess of $544,938. (R. 45). In 
1931 both cotton mills were so seriously pressed that 
they were unable to obtain any further credits or 
financing on their own account, and were thus faced 
with brankruptcy unless they could obtain credits 
through their factors (R. 21). 

4. Petitioner’s relationship as a partner in Iselin- 
Jefferson Company had likewise become involved in 
1931 and the dissolution of that partnership was being 
seriously considered by Wm. Iselin & Company and 
by Oliver Iselin, the principal partner thereof. Wm. 
Iselin & Company and the Chemical Bank & Trust 
Company demanded that petitioner furnish them with 
some guaranty or agreement to indemnify them 
against any losses from the two mill accounts. Peti¬ 
tioner was also faced with the threatened dissolution 
of Iselin-Jefferson Company partnership if any losses 
were sustained by Wm. Iselin & Company by reason 
of the two mill accounts (R. 21). 

5. Being thus threatened with the obvious collapse 
of the two mills unless their credit was guaranteed 
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and with the consequent dissolution of the Iselin-Jef¬ 
ferson Company partnership, petitioner agreed to 
personally guarantee the accounts of the two cotton 
mills with Wm. Iselin & Company and with the Chem¬ 
ical Bank & Trust Company. Having no other re¬ 
sources petitioner on January 29, 1931, in pursuance 
of his guaranty, changed the beneficiary in each of 
four policies of insurance issued by The Pilot Life 
Insurance Company of Greensboro, North Carolina, 
and designated Wm. Iselin & Company as sole bene¬ 
ficiary therein, and at the same time transferred and 
delivered said policies to Wm. Iselin & Company with 
the agreement that he would keep up the payments of 
the premiums thereon (R. 22 ; R. 10; Ex. E, R. 41; R. 
48). Petitioner likewise on May 3, 1932, irrevocably 
assigned to Chemical Bank & Trust Company a policy 
of insurance in the amount of $7S,000 issued by the 
Jefferson-Standard Life Insurance Company of 
Greensboro, North Carolinia, making said Bank the 
sole beneficiary thereof and transferred and delivered 
said policy to the Bank with the agreement that he 
would keep up the payment of premiums thereon. 

6. At the time the said contracts of indemnity were 
made the amount of the indebtedness of the two cot¬ 
ton mills to Wm. Iselin & Company and to Chemical 
Bank & Trust Company totalled $544,938.88. The in¬ 
debtedness of the two cotton mills remained as afore¬ 
said throughout the year in question. No change was 
made in said policies, and the taxpayer has continued 
to pay the premiums on said policies ever since. In 
1935, the year in question, taxpayer paid total pre¬ 
miums on said policies amounting to $7,455.14 as part 
of the expense of his interest in the partnership of 
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Iselin-Jefferson Company (R. 22; R. 45). At the end 
of 1935 petitioner was further indebted to Iselin- 
Jefferson Company in the amount of $159,000, and to 
certain other creditors in the amount of $20,208, mak¬ 
ing petitioner’s total liabilities in excess of $724,- 
146.88. His assets as of that date amounted to only 
$161,388.36, leaving the taxpayer hopelessly insolvent 
(R. 45). 

7. The petitioner treated the payments of the pre¬ 
miums aforesaid as necessary expenses of keeping his 
contract of indemnity in force, and in his income tax 
return for 1935 claimed said amount as a deduction. 
The Commissioner upon audit of taxpayer’s return 
disallowed the amount so claimed, upon the ground 
that said payments were made in connection with poli¬ 
cies of insurance. Petitioner appealed to the Board. 

Specification of Errors to be Urged. 

1. The Board erred in holding that the assignments 
of the policies of insurance for the purposes shown 
did not constitute a contract of indemnity, the cost of 
which to petitioner was deductible as a business ex¬ 
pense. 

2. The Board erred in holding that taxpayer had 
failed to prove that he was not a beneficiary of the pol¬ 
icies of insurance. 

3. The Board erred in failing to hold that the as¬ 
signments in question were irrevocable and that under 
his contract the payment of the premiums by the tax¬ 
payer w*as a necessary expense of protecting his inter¬ 
est as a partner in Iselin-Jefferson Company. 
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ARGUMENT. 

POINT 1. 

The Board erred in holding that the assignments of 
the policies of insurance for the purposes shown did 
not constitute a contract of indemnity, the cost of 
which to petitioner was deductible as a business ex¬ 
pense. 


If this were the ordinary ease of the payment of 
insurance premiums pledged to secure a loan of the 
taxpayer, the petitioner would not be here contending 
for the deduction. But that is not the case. 

The real issue presented here is whether or not the 
transfer and assignment of taxpayer’s interest as 
beneficiary in these five policies of insurance, either 
by direct and irrevocable assignment of all his interest 
or by changing the beneficiary and designating his 
creditors as beneficiaries, was such a transfer under 
the circumstances of this case as to bring the transac¬ 
tion within the exceptions to the rule that premiums 
paid on life insurance policies are not ordinarily de¬ 
ductible. 

The opinion of the Board virtually ignores the con¬ 
tention which the taxpayer has made throughout this 
case. Taxpayer has always taken the position that 
when the policies of insurance in question were as¬ 
signed to the Bank and to Wm. Iselin & Company, and 
under the indemnity contract they were named the sole 
beneficiaries thereof—the taxpayer then ceased to be 
a beneficiary of said policies, and hence the premiums 
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were no longer in legal effect a mere payment of in¬ 
surance premiums, but were in legal effect bond pre¬ 
miums. 

Sec. 24 (a) (3), Revenue Act of 1934, makes it clear 
that if a taxpayer is not a beneficiary of an insurance 
policy directly or indirectly, then under such circum¬ 
stances such premiums are deductible. Article 24-3, 
Regulations 86, construes the statute and applies it as 
follows: 

“If, however, the taxpayer is not a beneficiary 
under such a policy, the premiums will not be dis¬ 
allowed as deductions merely because the taxpay¬ 
er may derive a benefit from the increased effi¬ 
ciency of the officer or employee insured. ” 

The use of insurance policies in lieu of an indem¬ 
nity bond or indemnity contract is nothing new in the 
business world. While it may not be an every day 
occurrence, nevertheless it has been done in many 
cases, where, being without other resources but having 
life insurance already in force, policy holders convert 
such insurance into an indemnity bond by assigning 
their beneficial interest therein to others. 

Such was the financial condition of the taxpayer 
here. The record shows that he was hopelessly in¬ 
solvent during the period in question. His liabilities 
exceeded his assets by some $562,758.52 (Ex. I, R. 45). 
It was clearly impossible for the taxpayer to have 
kept the insurance policies in force or paid the pre¬ 
miums in question except by his assignment of those 
policies to his creditors under the terms and condi¬ 
tions as specified. If those assignments had not been 
made, Wm. Iselin & Company and the Bank would have 
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been compelled to close down on the two mill accounts 
at heavy losses to themselves, the partnership of Ise- 
lin-Jefferson Company would have been dissolved, and 
the taxpayer deprived of his only source of livelihood 
(E. 21). 

In short, the record makes it clear that the assign¬ 
ments in question were the final resort which the tax¬ 
payer had to take to save the credit of the two mills 
and at the same time secure his services as a partner 
of Iselin-Jefferson Company (R. 21-22). 

Those being the facts, the taxpayer did the only 
thing left open to him. He irrevocably assigned his 
beneficial interest in these five insurance policies to 
Wm. Iselin & Company and to the Bank. That these 
were irrevocable assignments is shown by the fact 
that the taxpayer retained no incidents of ownership 
whatever in those policies. After the assignments 
were made the taxpayer was in reality no longer a 
beneficiary. He had no right to designate anyone else a 
beneficiary. He had no right to surrender the policies 
for cash, or to borrow money on them or do anything 
else with them. The only thing which the taxpayer 
retained was a bare contingency—the privilege of pay¬ 
ing off the indebtedness of the two cotton mills, there¬ 
by assuring his continued services as a member of the 
partnership of Iselin-Jefferson Company, and there¬ 
after having the policies reassigned to him—which 
manifestly was and has proven impossible. See Chase 
National Bank v. United States , 278 U. S. 327; Bing¬ 
ham v. United States, 296 U. S. 211; Keefe v. Brod¬ 
erick, 25 F. Supp. 957. 
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We cannot ignore the legal effect of what was done 
in this case. When the taxpayer changed the bene¬ 
ficiaries in these five policies and specifically designat¬ 
ed the Bank and Wm. Iselin & Company as sole bene¬ 
ficiaries thereof—taxpayer put into effect a train of 
legal consequences that he no longer could change 
or control. Those assignments were absolutely ir¬ 
revocable so far as taxpayer was concerned. He could 
not revoke any of their terms or conditions. He could 
not recall the assignments. He could not designate 

anvone else as beneficiaries. 

• 

Possibly the best test of the irrevocability of these 
assignments is found in the fact that if the taxpayer 
had died in 1935 the Bank would have collected under 
certain of the policies and Wm. Iselin & Company 
would have collected under the other policies, as the 
sole beneficiaries thereof. The taxpayer’s estate would 
not have received anything. See Haskell v. Equitable 
Life Assurance Society, 181 Mass. 341, 63 N. E. 899; 
In re Simmons & Griffin, 255 Fed. 521 (1st Circuit). 
The two beneficiaries had the absolute right to use 
all the proceeds to satisfy the liabilities of the two 
cotton mills which were already due and owing. 

Where policies of insurance have been assigned, 
prior to death, or where the beneficiary of policies 
changes the beneficiaries so as to leave other persons 
as beneficiaries at the time of his death, the proceeds 
of such policies are not includable in decedent’s estate. 
Levy’s Estate v. Commissioner, 65 F. (2d) 412 (2nd 
Circuit); Lit et al. v. Commissioner, 72 Fed. (2) 551, 
(3rd Circuit). 
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The Commissioner has apparently proceeded upon 
the assumption that the assignments of these five poli¬ 
cies and the designation of Wm. Iselin & Company 
and the Bank as sole beneficiaries thereof, were no 
more than if the taxpayer had pledged securities with 
them to secure a loan. That assumption disregards 
the facts in the case as well as the legal consequences 
which flow from such assignments. Let us examine 
the record for the facts. 

This transaction was not just a guaranty of the in¬ 
debtedness arising from the two mill accounts. It 
involved other significant and controlling facts. The 
record shows that the taxpayer, Mr. Jefferson, was 
one of the partners of Iselin-Jefferson Company, cot¬ 
ton factors; that Mr. Jefferson’s services to that part¬ 
nership were invaluable because of his numerous con¬ 
tacts in the textile world, and because of his ability 
to procure mill accounts which the partnership could 
handle profitably (R. 20). The record shows that Mr. 
Jefferson had procured various mill accounts for the 
partnership, including the two mill accounts in ques¬ 
tion (R. 21). The record shows that these two mills 
were so heavily indebted to Wm. Iselin & Company 
(one of the partners of Iselin-Jefferson Company), 
that both mills faced disaster unless they could be 
financed in some way (R. 21). If they failed, then 
Wm. Iselin & Company was faced with tremendous 
losses, and in turn threatened the dissolution of Iselin- 
Jefferson Company and the loss of petitioner’s serv¬ 
ices to that partnership (R. 21). 


It is clear, therefore, that Wm. Iselin & Company 
demanded the assignment of these insurance policies 
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not only to save any losses from the two mill accounts, 
but also to secure for Iselin-Jefferson Company the 
continued and invaluable services of the taxpayer, 
and the consequent dissolution of that partnership. 
In other words, Iselin-Jefferson Company had a stake 
in this continued life and services of the taxpayer as 
a member of that partnership, and to insure his con¬ 
tinued services one of the partners (Wm. Iselin & 
Company) demanded some indemnity to itself in the 
event Mr. Jefferson should die. 

This case is unique in that it presents these two 
separate aspects, in both of which a distinct business 
purpose was served. There were four separate par¬ 
ties to the transaction in question, all of whom were 
directly interested in and affected by it. These were 
the taxpayer himself, Iselin-Jefferson Company of 
which he was a partner, Wm. Iselin & Company the 
second partner of Iselin-Jefferson Company, and fi¬ 
nally the Chemical Bank and Trust Company. In its 
first aspect the transaction in question may properly 
be regarded as a contract of indemnity of the two 
accounts of the Fitzgerald and Cochran Cotton Mills, 
for the purpose of protecting Wm. Iselin & Company 
and the Chemical Bank & Trust Company against 
loss. In its second aspect the transaction was in the 
nature of a contract of insurance whereby Iselin- 
Jefferson Company could be assured of the continued 
services of the taxpayer as a member of that partner¬ 
ship or be otherwise faced with dissolution. 

In the last analysis, therefore, the question here 
presented is whether or not the payment of these prem¬ 
iums under the terms of the assignment contracts can 
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be deemed to have been made primarily for tbe pur¬ 
pose of preserving tbe status of tbe two mill accounts 
and maintaining tbe partnership of Iselin-Jefferson 
Company—or were they for tbe personal benefit of tbe 
taxpayer. In other words, if tbe payment of insur¬ 
ance premiums is to serve tbe necessary purposes of 
a business enterprise and is not to serve tbe personal 
purposes of tbe person whose life is insured—such 
payment is a business expense, and is not a personal 
one. This distinction is made clear in the Commis¬ 
sioner’s own rulings in 7. T. 1340, C. B. 1-1, p. 119. 

In tbe case of Omaha Elevator Company , 6 B. T. A. 
817, a corporation took out certain policies of insur¬ 
ance on tbe lives of its officers, naming itself as bene¬ 
ficiary. At tbe same time, however, the corporation 
made a separate contract with those officers under 
which tbe corporation agreed to assign tbe proceeds 
of the policies when matured to the nominees of tbe 
officers so insured. No assignments had been made 
up to or during the years in question. 

Upon the above state of facts the Board held that 
such premiums were not deductible for two reasons,, 
because under the facts the corporation might have 
either (a) discharged the persons insured without ever 
actually assigning the proceeds of the matured poli¬ 
cies, or (b) the corporation might have cancelled the 
policies of insurance after a given period and thereby 
become entitled to the cash surrender value thereof. 
The Board very plainly stated, however, that these 
were the reasons for denying the deduction, and very 
plainly inferred if there had been an actual assignment 
of the benefits of the policies, the premiums would 
have been deductible. 
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The principle of the Omaha Elevator Company case 
is clearly applicable in the instant case. Here there 
was no mere agreement to assign the proceeds of the 
policies at some future date with the obvious possi¬ 
bility of some future benefit to the taxpayer if no 
assignment was ever made. On the other hand, in the 
instant case the assignments were already made and 
completed and the policies delivered to the assignees 
long prior to the taxable year in question. The as¬ 
signees in legal effect became the beneficiaries of those 
policies, and indeed under four of the policies the as¬ 
signees were specifically named as beneficiaries. 

In other words, in this case, in the event of the 
death of the person insured—Mr. Jefferson—it is 
clear that the proceeds of the insurance policies would 
have been paid to the assignees, and not to Mr. Jeffer¬ 
son’s estate. If that had not been the case, then the 
assignments would have been worthless to Wm. Iselin 
& Company and to the Bank. In short, the difference 
between this case and the Omaha Elevator Company 
case lies in the fact that in the Elevator Company 
case there was only a contract to assign which was 
not completed and which could have been changed by 
cancelling the policies or by discharging the persons 
insured, neither of which conditions could possibly 
obtain in this case, because the assignments were al¬ 
ready made and irrevocable as far as the taxpayer was 
concerned. 

Upon the facts of record it seems plain that the 
taxpayer as a member of the partnership of Iselin- 
Jefferson Company was called upon to furnish a guar¬ 
anty or indemnity which would assure that partnership 
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his continued services and business contacts, would 
protect Wm. Iselin & Company (the principal part¬ 
ner) from loss from the two mill accounts, and would 
thereby save the Iselin-Jefferson Company itself from 
dissolution. That is unmistakably the meaning of 
the stipulated facts (R. 21, 22). 

In the light of these undisputed facts the assign¬ 
ment of those policies of insurance was in legal effect 
the same as if a surety bond had been purchased guar¬ 
anteeing to Iselin-Jefferson Company the taxpayer’s 
continued services as a member of that partnership. 
If the taxpayer had been able to do so and had fur¬ 
nished the ordinary commercial surety bond guaran¬ 
teeing the continuation of his services, business con¬ 
tacts, et cetera, instead of assigning this insurance, 
then no question as to the deductibility of its cost 
would have arisen. It has been repeatedly held and 
there are rulings of the Bureau to the effect that the 
cost of such undertakings is an ordinary and necessary 
business expense. T. D. 2090 , 16 Treasury Decisions 
259; 0. D. 878, C. B. 4,124. And that is true notwith¬ 
standing the fact that the cost of such surety bonds is 
not a regular or recurrent expense. Kornhauser v. 
United States, 275 U. S. 145. 

In T. D. 2090 , supra, an employee of a business cor¬ 
poration was obliged to furnish a surety bond to 
guarantee certain responsibilities which he assumed 
as a part of the conditions of his employment. He 
paid a premium to a bonding company which furnish¬ 
ed the surety bond making the employer the bene¬ 
ficiary thereof. The Bureau ruled that the payments 
of the premiums under the surety bond were a neces- 
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sary incident to the taxpayer’s employment, and hence 
were an expense of his business which he was en¬ 
titled to deduct, and were not a personal expense. 

Again, in 0. D. 878, supra, the Bureau held that 
premiums paid on account of indemnity bonds fur¬ 
nished by Government employees in connection with 
responsibilities assumed by public officers such as 
collectors, marshals, and so forth, constitute allow¬ 
able deductions by such officers in computing their 
net income. 

In commenting upon the correctness of such rulings 
Montgomery in his **Federal Income Taxes” states 
further: * ‘ If the premium is paid by the employer, the 
payment is deductible as a business expense by the 
employer.” Montgomery, Federal Taxes, p. 355. 

In other words, the Bureau has recognized that the 
cost of premiums paid in connection with a contract 
of guaranty or indemnity may constitute a business 
expense. This being true, if the facts show in a given 
case that the assignment of insurance policies has 
been made for exactly the same purpose, it is difficult 
to see why the latter transaction does not constitute 
as much a business expense as the former. In other 
words, if the parties to a transaction agree to the 
assignment of a policy of insurance in lieu of talcing 
out a surety bond, for the purpose of indemnifying 
one of the parties against loss of services, business 
contacts or what not, the business purpose of the 
transaction is the same as if an ordinary surety bond 
had been given— regardless of the difference in form. 
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It should now be manifest to the Court that this is 
not the ordinary case of where an individual pays 
insurance premiums on his life, and seeks to deduct 
the cost as business expenses. This is a case where 
there was an assignment of insurance solely to ef¬ 
fect necessary business purposes, guaranteeing to 
certain parties business accounts which the taxpayer 
had personally secured, and insured to certain parties 
the continuation of the taxpayer’s services and con¬ 
tacts and preserving the taxpayer’s business from 
dissolution. 

The taxpayer is aware of the decisions of the Board 
of Tax Appeals and of the Courts in the cases of J. H. 
Parker, 13 B. T. A. 115; Julius S. Rippel , 12 B. T. A. 
438; Rieck v. Heiner, 25 F. (2d) 453; and Klein v. 
Commissioner, 84 F. (2d) 310. But in none of those 
cases was there present the element which distinguish¬ 
es this case from the general rule and brings it under 
the exception recognized by statute and given effect 
in the Bureau’s rulings. See 1. T. 1340, supra. In 
none of the above cited cases was the insurance issued 
or assigned for the purpose of securing the continua¬ 
tion of the taxpayer’s business contacts, personal serv¬ 
ices, and so forth, which were necessary for the pres¬ 
ervation of a business enterprise, such as we have 
here. 

This distinction is recognized as sound in the case 
of Omaha Elevator Company, supra, and is also rec¬ 
ognized in the case of L. Hyman & Co., 21 B. T. A. 
159. In that case, while the Board disallowed the tax¬ 
payer’s claim for deduction of insurance premiums 
paid upon the lives of its officers for lack of proof that 
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the premiums were actually paid by the taxpayer— 
yet the Board recognized that such premiums ivould 
be deductible if the facts had been properly proved. 
As the Board there said: 

“Petitioner lias failed to offer anv evidence 

* 

regarding some of the elemental facts necessary 
to establish the deductibility of these premiums; 
unexplained contradictions and confusions, more¬ 
over, occur in the evidence introduced.” 

And again said the Board: 

“With reference to the policies affected by the 
resolution of December 8, 1929, of which the S. 
Hyman Company was then beneficiary, there is 
no evidence whatever tending to show that the 
beneficiary was in fact changed as contemplated 
by the resolution.” (Emphasis supplied). 

From the language of the Board in the Hyman 
case we take it that the “elemental facts necessary 
to establish the deductibility of the premiums” would 
be first, proof of actual payment by the taxpayer, and 
second, proof that the beneficiary named in the poli¬ 
cies was actually changed to some person other than 
the taxpayer. Both of these “elementary facts” have 
been stipulated as facts in the instant case. 

POINT 2. 

The Board erred in holding that there was not suffi¬ 
cient proof that the taxpayer would not benefit direct¬ 
ly or indirectly from the policies of insurance. 

This holding of the Board, while not clearly stated, 
is based apparently upon the theory that the taxpayer 
might become a beneficiary of the policies again if the 
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proceeds of the policies were not needed to take care 
of the two mills’ accounts. 

It seems to us that there are two answers to that. 
In the first place, the Board’s decision is based upon 
a pure speculation as to something which might hap¬ 
pen sometime in the future, which is in turn based 
upon three contingencies, to-wit: 

(1) If the two insolvent cotton mills become 
solvent and able to pay their debts in full, maybe 
ten years from now, and 

(2) If the taxpayer is able to pay $7,769.54 
each year in premiums on the policies, and 

(3) If the taxpayer happens to be living if, 
as, and when those debts are paid. 

We respectfully submit that the revenue acts do 
not require a taxpayer’s liability for income taxes 
to be determined upon the basis of contingencies 
which may or may never occur. The revenue laws 
are construed in the light of the realities and the 
present conditions obtaining in the taxpayer’s business 
not upon remote possibilities of some change which 
may occur in the taxpayer’s affairs at some time in 
the future. North American Oil Consolidated rv. 
Burnet, 286 IT. S. 417; Burnet v. Logan, 283 U. S. 404; 
Tech Hobbs , 26 B. T. A. 241; 25 R. C. L. ‘‘Statutes”, 
sec. 215. 

In North American Oil Consolidated v. Burnet , 
supra, the Court said: 

‘ ‘ There was no constructive receipt of the profits 
by the company in that year, because at no time 
during the year was there a right in the company 
to demand that the receiver pay over the money. 
Throughout 1916 it was uncertain who would be 
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declared entitled to the profits. It was not until 
1917, when the District Court entered a final de¬ 
cree vacating the receivership and dismissing the 
bill, that the company became entitled to receive 
the money. Nor is it material, for the purposes 
of this case, whether the company’s return was 
filed on the cash receipts and disbursements basis, 
or on the accrual basis. In neither event was 
it taxable in 1916 on account of income which it 
had not yet received and which it might never 
receive.” (Emphasis supplied.) 

“The same general rule applies to losses or ex¬ 
penses claimed as to deductions. United States v. An¬ 
derson, 269 U. S. 422; United States v. White Dental 
Co., 274 U. S. 398.” Commissioner v. R. J. Darnell, 
Inc., 60 F. (2d) 82. 

As the Circuit Court of Appeals, Ninth Circuit, said 
m Lichtenberger Co. v. Welch, 54 F. (2d) 570: 

“Under whatever system the taxpayer makes 
his return, the items of income and deductible 
expenses must have relation to the business done 
within the year for which the income tax is paid. 
The District Judge who heard this case properly 
said [49 F. (2d) 304, 305]: ‘The taxing depart¬ 
ment, under section 212 of the Revenue Act of 
1918 (40 Stat. 1064), had the right to make the 
computation upon a basis which would clearly 
reflect the income, and no implied right to deduct 
expenses for the ensuing year can be read into the 
provision or into the promulgated regulations.’ ” 
(Emphasis supplied.) 

The facts show that the taxpayer’s assignments 
of these insurance policies were irrevocable, and in 
the light of the circumstances were, for all practical 
purposes, final. The two mills were indebted to Wil¬ 
liam Iselin & Co. and Chemical Bank & Trust Co. in 
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the total amount of over $544,938. The facts show 
that both mills were so badly indebted that neither 
could obtain further credit, and that they would both 
have been forced to cease operating—in short stop 
business and fold up, unless the taxpayer had assigned 
his insurance to their creditors, as he did (K. 21-22). 

Such were the conditions at the end of 1935, the 
taxable year in question. Those were the facts which 
faced the taxpayer in making out his income tax 
return for that year. He was not required by the 
revenue acts to be an “incorrigible optimist”, as the 
Court said in White Dented Manufacturing Co. v. U. S., 
supra. He was entitled to treat the two mill accounts 
as they actually were —not as they might he if, as and 
when certain contingencies happened, ten years later 
perhaps. 

The second point which will be raised by the Com¬ 
missioner in this case is that the taxpayer might still 
have been an indirect beneficiary in the event of his 
death, because the claims against his estate would 
have been reduced by the amount of the insurance in 
question. That contention does not have much force 
in view of the taxpayer’s indebtedness and admitted 
insolvency during the year in question, to the extent 
of several times his assets. This argument has been 
advanced by the Commissioner before and has been 
rejected by the Board and by the courts in other types 
of cases. The same argument was made by the Com¬ 
missioner in the case of Porte Quinn , 31 B. T. A. 142. 
There the taxpayer, an individual, being heavily in¬ 
debted, deeded certain properties to his creditors and 
was relieved of the remaining liability thereon by the 
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cancellation of certain mortgages, llie Commissioner 
contended that the taxpayer had realized income 
through the cancellation of the remaining indebted¬ 
ness and was subject to tax thereon. 


The Board recognized the principle that income 
may be realized by the cancellation or reduction of 
an indebtedness, but pointed out that this rule is not 
applicable in a ease where the taxpayer is so situated 
that there is no real benefit to him: 

“But lie has not realized income by being re¬ 
lieved from paying that which he in fact is unable 
to pay. ‘Gain or profit is essential to the exist¬ 
ence of taxable income. A transaction whereby 
nothing of exchangeable value goes to or is re¬ 
ceived by a taxpayer does not give rise to or 
create taxable incomeDallas Transfer & Ter¬ 
minal Warehouse Co. v. Commissioner, 70 Fe!d. 
(2d) 95; Burnet v. Campbell Co ., 50 Fed. (2d) 487; 
Meyer Jewelry Co ., 3 B. T. A. 1319. 

The evidence is clear that petitioner was insol¬ 
vent when the Searles settlement was made and 
the mortgages were cancelled. Petitioner’s home 
‘El Bravo’ in 1929 did not have a fair market 
value in excess of the first mortgage of $16,000. 
The real estate market in Florida was demoraliz¬ 
ed and it was practically impossible to dispose of 
property at any price. Nor did the petitioner 
realize income by reason of the cancellation of 
the mortgage on "the 50-acre tract of undeveloped 
land. In 1929 this property appears to have had 
little, if any, value. Moreover, whatever interest 
petitioner had in this tract he had conveyed in 
June of 1929 to the Quinn Holding Co., a coopera¬ 
tion, which assumed petitioner’s obligations un¬ 
der the mortgage on this undeveloped tract. This 
was several months before the Searles settlement 
took place. The cancellation of the mortgage in 
this case did not, as in Kirby Lumber Co., supra, 
make available any assets to petitioner, and we 
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hold that there was no realization of income from 
the transaction.” (Emphasis supplied). 

There was a similar situation here. In the first 
place, taxpayer’s balance sheet filed herein as Exhibit 
I shows that he was clearly insolvent to the extent of 
many thousands of dollars wholly apart from the lia¬ 
bilities which he assumed of the two cotton mills. 
More than that, if we take these liabilities into ac¬ 
count, the taxpayer’s indebtedness to the Bank and 
to Wm. Iselin & Company in the aggregate amount of 
some $545,000 was far in excess of the face amount of 
the insurance policies which were assigned by him, so 
that in any event there could have been no possible 
equity left in those policies to benefit him or his estate. 
In other words, these assignments covered all the in¬ 
debtedness of the mills to their creditors, and there 
could have been nothing left of the insurance over 
and above the amount of the indebtedness for which it 
was pledged. This is, of course, another point in 
which this case differs from the Klein case upon which 
the Commissioner relies. In that case the taxpayer 
was not insolvent and the insurance there was in ex¬ 
cess of the amount for which it was put up as collat¬ 
eral. 

The point is, of course, that this case in its final 
analysis has little to do with insurance. It so hap¬ 
pened that insurance was used for an entirely different 
purpose than its ordinary purpose. In this case the 
taxpayer entered into this contract of assignment of 
insurance for the benefit of the partnership of which 
he was a member, as well as for the benefit of the 
other parties to the transaction. Undoubtedly the 
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prime purpose of the taxpayer was to secure to Iselin- 
Jefferson Company the continuation of his services 
and his contacts with various textile manufacturers 
and to save that partnership from dissolution, because 
that partnership was the taxpayer’s only source of 
livelihood. The payment of these premiums was his 
sole means of continuing as a partner in a business, 
and of preserving the business which that partner¬ 
ship already had, and which was essential for it to 
retain. Once those payments of premiums were made, 
they were, of course, irrevocable and the benefits of 
those payments went not to the taxpayer but to the 
beneficiaries. 

We respectfully submit that this case should be de¬ 
cided upon the principle of an assignment of a con¬ 
tract of insurance for the purpose of preserving to 
the partnership the taxpayer’s continued services and 
contacts in that business, as well as to guarantee the 
two creditors from any loss from the two accounts. 

Respectfully submitted, 

D. EL BLAIR, 

GEORGE D. BRABSOhT, 

404 Transportation Building, 
Washington, D. C. 

Attorneys for Petitioner. 
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In the United States Court of Appeals for the 
District of Columbia 


No. 7556 

Floyd \Y. Jefferson, petitioner 

v. 

Guy T. Helvering. Commissioner of Internal Revenue. 

respondent 

ON PETITION FOR REVIEW OF DECISION OF TI1E UNITED 
STATES BOARD OF TAX APPEALS 

BRIEF FOR THE RESPONDENT 


OPINION BELOW 

The opinion of the Board of Tax Appeals (R. 9-11) is 
reported in 40 B. T. A. 274. 

JURISDICTION 

This proceeding involves a deficiency in income tax of 
SI.773.09 for the year 1935. (R. 12.) The appeal is from a 
decision of the Board of Tax Appeals entered July 29. 1939 
(R. 12). and is brought to this Court by a stipulation of venue 
(R. 12-13) and the taxpayer’s petition for review (R. 13—1S) 
filed October 28, 1939 (R. 19), pursuant to Sections 1141—1142 
of the internal Revenue Code. 

QUESTIONS PRESENTED 

1. Were the premiums paid on the taxpayer’s life insurance 
policies personal expenses which are not deductible under 
Section 24 (a) (1) of the Revenue Act of 1934? 

< i i 
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2. Was the deduction of the premiums paid on the tax¬ 
payer's life insurance policies, which were used to support his 
guarantee of the debts of two customers of his partnership, 
prohibited by Section 24 (a) (4) of the Revenue Act of 11)34? 

STATUTE INVOLVED 

Revenue Act of 1W34. e. 277. 4* Slat. UNO; 

Sec. 23. Deductions ekom ckoss income. 

In computing net income there shall be allowed as 
deductions: 

(a) h\v peases .—All the ordinary and necessary ex¬ 
penses paid or incurred during the taxable year in 
carrying on any trade or business, including a reason¬ 
able allowance for salaries or other compensation for 
personal services actually rendered: traveling expenses 
(including the entire amount expended for meals and 
lodging) while away from home in ihe pursuit of a 
trade or business; and rentals or other payments re- 
quired to be made as a condition to the continued use 
or possession, for purposes of the trade or business, of 
property to which the taxpayer has not taken or is not 

taking title or in which he has no equity. 

* * * # * 

(I*. S. (".. Title 20. Sec. 23.) 

Sec. 24. Items not deductible. 

(a) General rule .—In computing net income no de¬ 
duction shall in any case be allowed in respect of— 

(1) Personal, living, or family expenses; 

(4) Premiums paid on any life insurance policy 
covering the life of any officer or employee, or of any 
person financially interested m any trade or business 
carried on by the taxpayer, when the taxpayer is 

directly or indirectly a beneficiary under such policy: 

* # * * * 

(l\ S. (\. Title 2G. Sec. 24.) 



STATEMENT 


The facts as stipulated (R. 20-23) and as found hv the Board 
(R. 9 10) may be summarized as follows: 

The taxpayer, an individual, was a member of the partner¬ 
ship of Iselin-Jefferson Company during 103.’) and for several 
years prior thereto. The -other partner. William Iselin & 
Company, likewise a partnership, furnished most of the 
capital, while the taxpayer furnished valuable personal serv¬ 
ice and contacts with textile mills. (R. 9.) 

The partnership acted as selling agent for textile mills, in¬ 
cluding the Fitzgerald Cotton Mills and Cochran Cotton 
Mills. These two mills wore heavily indebted in 1931 to 
William Iselin A: Company and to a bank. The mills needed 
additional funds to operate. The taxpayer's relationship as 
a partner in Iselin-.Jefferson Company had also become in¬ 
volved so that the other partner was considering a dissolution. 
( R. 9-10.) The taxpayer had to furnish some additional guar¬ 
antee' in order to retain the accounts of the two mills and thus 
continue the partnership, which was hi* only source of liveli¬ 
hood. He. therefore, guaranteed the debts of the two mills to 
his partner and the bank, assigned a life insurance policy on 
his life for S7S.000 to the bank, and named his partner as 
beneficiary in policies on his life for $100,000. He agreed to 
pay the premiums on the policies. No change was made in 
the policies thereafter through 193’). (R. 10.) 

The taxpayer paid the premiums on thos- policies and also 
on another policy during 193.’). The taxpayer does not con¬ 
tend that the premium upon the latter policy is deductible. 
The total premiums paid on all policin' in 193b was N7.7ti9.b4. 
of which $314.40. apparently, is not now claimed a* a deduc¬ 
tion. (R. 10. 17.) 

The assets of the taxpayer in 193b were worth about $101.- 
3SS.30. excluding the policies for S17N.000. above mentioned, 
and his interest in the partnership. The debts of the two miiis 
which he had guaranteed amounted to Sb44.03s.SN in 193b. 
He also owed $159,000 to his partnership and about $20,000 
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to others in 1035. The financial condition of the two mills is 
not disclosed in the record. ( R. 10.) 

The taxpayer deducted $7,709.54 on his return for 1935 as 
an ordinary and necessary expense of his business and the 
Commissioner disallowed tlit* deduction in determining: tie* 
deficiency. Other adjustments made by the Commissioner are 
not contested. (R. 10.) 

The Board of Tax Appeals sustained the action of the Com¬ 
missioner and taxpayer appeals to this? Court. 

SUMMARY OF ARGUMENT 


The premiums paid on taxpayer's life insurance wore per¬ 
sonal expenses which are not deductible under Section 24 (a) 
(1 ) of the Revenue Act of 1934. The premiums were paid on 
the personal life insurance policies of the taxpayer. Only oik* 
policy was assigned. That assignment was not “irrevocable." 
It was mere security for the debts. If the debts were paid 
the policy reverted to the taxpayer. Any excess over the 
debts was payable to the taxpayer. In all of the other policies 
only the beneficiary was changed as security. The right to 
change the beneficiary in these policies was reserved to the 
taxpayer. The use of these policies as a guarantee is no dif¬ 
ferent from using personal life insurance policies to borrow 
money. In that case tin* premiums would not be deductible. 
This ca.se bears no analogy to the payment of indemnity bond 
premiums. 

Deductions are not a matter of right but of grace and the 
taxpayer claiming a deduction must bring his case squarely 
within the terms of the statute. 

The deduction as a business expense of the premiums paid 
on the life insurance policies is expressly prohibited by Sec¬ 
tion 24 (a) (4) of the Revenue Act of 1934 because the tax¬ 
payer was indirectly a beneficiary under the policies. The de¬ 
cided cases so hold. There was no “irrevocable assignment 
of the policies. The record fails to establish the insolvency of 
the taxpayer or the extent of his liability under the guarantee 
agreement because there is no showing of the assets of the 
mills whose accounts were guaranteed. 
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ARGUMENT 

I 

The premiums paid on taxpayer’s life insurance policies were 

personal expenses which are not deductible under Section 

24 (a) (1) of the Revenue Act of 1934 

In essence, this case differs in no fundamental respect from 
that of the payment of premiums on any personal life insur¬ 
ance policy. Such payments, being personal expenses, are not 
allowed as deductions under Section 24 (a) (1) of the Revenue 
Act of 1934. Article 24-1 of Regulations SO; Phillips v. Com¬ 
missioner, 24 15. T. A. 98. 101. 

The taxpayer was the person insured and it was his per¬ 
sonal insurance at all times. To whom the proceeds of the 
policies were ultimately to be paid is wholly immaterial, 
whether to his family, to his estate, or to his business. The 
insurance still remains personal as to him and he personally 
pays the premiums. 

It is a far cry to attempt to translate the payment of such 
premiums into a deductible business expense. 

The taxpayer or his estate was the beneficiary in each of the 
policies prior to tin* assignment or the change of beneficiaries. 
The taxpayer reserved the right to change the beneficiary in 
the Jefferson Policy for 810.000. (Ex. C. R. 29.) See “Gen¬ 
eral Provisions” of the policy, paragraph 5. (R. 30.) This 

policy was not assigned by the taxpayer but his partner was 
named as beneficiary. (R. 10. 22. 32.) 

The taxpayer also reserved the right to change the benefi¬ 
ciary in the Pilot Policy for 825.000. (Ex. E. R. 41.) See 
“Special Privileges” of the policy, paragraph 4. (R. 43.) This 
policy was not assigned by the taxpayer but his partner (the 
partnership of William Islen and Company) was named as 
beneficiary. ( R. 10. 44.) The same right to change the bene¬ 
ficiary was reserved as to the other Pilot Policies (Exs. F. G 
and H). omitted from printing by stipulation (R. 48). The 
Pilot Policies totalled 8100.000. (R. 10. 22.) 

The Jefferson Policy for 878.000 (Ex. I). R. 33) was as¬ 
signed to the Chemical Bank and Trust Company of New 
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York. (R. 37.) Under ‘‘General Provisions” of the policy, 
paragraph 5 (R. 35). the taxpayer did not have the right to 
change the beneficiary after the assignment. 

The taxpayer argues (Br. 10. 11, 21) that these policies 
were “irrevocably assigned.” There is nothing in the record, 
the findings of the Board (R. 10). or the stipulation of facts 
(R. 22) to support the use of the word “irrevocably.” The 
facts are that the policy of S78.000 was assigned to the bank. 
(R. 10, 22.) The assignment (R. 37) is in the usual form and 
reserves the right of the taxpayer to any sum clue under the 
policy in excess of indebtedness owed the assignee. 

As to the other policies, there was no assignment but a mere 
change in designated beneficiary (R. 10. 22) and. as pointed 
out above, under the terms of the policies the taxpayer still 
reserved the right to change the beneficiary. 

In this case, the taxpayer was using his personal life insur¬ 
ance as collateral to guarantee the payment of accounts due,, 
his partnership and a creditor bank, from mills which were 
customers of the partnership and borrowers from the bank. 

How does such a pledge or guarantee convert the premiums 
paid on his personal insurance into business expenses? In 
essence, it differs in no respect from using personal insurance 
to borrow money. In that case, the premiums paid would not 
be deductible. 

In McKay v. Commissioner. 10 B. T. A. 949. amounts paid 
by a partner of a portion of the insurance premiums on pol¬ 
icies on the lives of himself and his partners, which were as¬ 
signed to the partnership under an agreement that the pro¬ 
ceeds be paid by the partnership to the estate of a deceased 
partner in full for his partnership interest, were disallowed as 
deductions. 

In Barron v. Commissioner . 14 B. T. A. 1022. premiums paid 
on insurance taken to secure a loan to the taxpayer were 
disallowed. And in Rippel v. Commissioner. 12 B. T. A. 43S. 
premiums paid on policies taken out for the protection of a 
creditor were disallowed. 

Looking at the substance of this transaction from a practical 
standpoint, it is apparent that the guarantee of the credit 
accounts, supported by the policies of insurance, was no more 
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than a contingent liability, as far as the taxpayer was con¬ 
cerned. during the taxable year in question. 1935. 

The assignee bank and the partnership beneficiary could 
only receive the proceeds of these policies of insurance if: 
(1) The taxpayer died, and (2) if. on his death, the mills had 
not paid off their indebtedness, or (3) the taxpayer had not 
himself paid it off. or (4) some arrangement was not made 
whereby other security was substituted for the policies and 
they were returned to the taxpayer. 

In other words, the taxpayer’s personal insurance was used 
as a mere guarantee, subject to contingencies, and all rights 
under the policies might revert to the taxpayer unfettered by 
the assignment or the then designated beneficiary. 

The insurance policies as such remain personal and pre¬ 
miums paid are still personal expenditures. Neither the bank 
nor the partnership would get anything unless the taxpayer 
died before the above contingencies had been determined. 
They had not been determined in the year 1935. the year in 
which the taxpayer claims the deduction of the premiums 
paid. 

How can this insurance be considered other than personal 
and the premiums paid other than personal expenses of this 
taxpayer? 

Taxpayer argues (Br. 8-10. 15-17) that the payment of 
the insurance premiums was in legal effect the same as pay¬ 
ment of an indemnity bond premium which would be de¬ 
ductible. The taxpayer cites (Br. 14-18) certain office 
decisions (O. D.) and income tax rulings (I. 'I'.). 

The force Jo be given such rulings is clearly expressed by 
the Supreme Court in the case of Helvering v. .V. Trust 
Co., 292 I’. S. 455. when it said (p. 4(38): 

The rulings. I. T. 1379. 16(30 and 1889. cited by the 
Commissioner were made before the passage of the 
1924 Act but they “have none of the force or effect of 
Treasury Decisions and do not commit the Department 
to any interpretation of the law.” See cautionary no¬ 
tice published in the bulletins containing these rulings. 
It does not appear that tlie attention of Congress had 
been called to any such construction. 
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And even a treasury regulation cannot either limit the 
provisions of the statute or define the boundaries of consti¬ 
tutional application. It cannot exempt from tax where no 
exemption is intended. It cannot hold that taxable income 
under the statute is not income and not taxable. Helvering v. 
Powers, 293 U. S. 214, 224; Helvering v. Gerhardt, 304 U. S. 
405, 423. 

While bond premiums have been allowed as a deductible 
business expense, it does not follow that premiums on the life 
of the insured are deductible under any circumstances. Such 
premiums are not deductible because they are personal 
expenses. 

The outstanding distinction lies in the fact that in no case 
can the proceeds of an indemnity bond be received by the 
person bonded. He cannot benefit as the proceeds go to some 
one else. 

Since Congress has not seen fit to grant a deduction for pre¬ 
miums paid on personal life insurance, the amounts here 
claimed are not deductible. 

Deductions are not a matter of right but of grace and the 
taxpayer claiming a deduction must bring his case squarely 
within the terms of the statute. New Colonial Co. v. Helver¬ 
ing, 292 U. S. 435, 440; White v. United States, 304 U. S. 281, 
292; Helvering v. Ind. Life Ins. Co., 292 U. S. 371, 381. 

Tax laws should be construed to carry out the intent and 
design of the legislature, considering both the |ecessity for the 
legislation and the purposes which induced its enactment. 
Helvering v. N. Y. Trust Co., 292 U. S. 455, 464-465; Helver¬ 
ing v. Morgan's, Inc., 293 U. S. 121, 126. 

The determination of the Commissioner is prima facie cor¬ 
rect and the burden is upon the taxpayer claiming a deduction 
to prove that the determination was erroneous. Old Mission 
Co. v. Helvering, 293 U. S. 289, 294; Helvering v. Taylor, 293 
U. S. 507, 514; Welch v. Helvering, 290 U. S. Ill, 115. 

That burden has not been met in this case. Furthermore, 
deduction of these premiums is prohibited by Section 24 (a) 
(4) of the Revenue Act of 1934. 
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II 

Deduction of the amount of premiums paid is specifically pro¬ 
hibited by Section 24 (a) (4) of the Revenue Act of 1934 

Section 24 (a) (4) of the Revenue Act of 1934 prohibits the 
deduction of premiums paid on life insurance “when the tax¬ 
payer is directly or indirectly a beneficiary under such policy’’. 

The taxpayer was indirectly a beneficiary under these poli¬ 
cies of insurance. 

Congress has clearly indicated its purpose to remove from 
the class of deductible business expenses all premiums paid on 
insurance policies covering the life of any officer, employee, or 
person financially interested in the business of a taxpayer, 
when he is directly or indirectly the beneficiary under such 
policy. That is true whether or not such premium might 
otherwise be regarded as a business expense. 

The taxpayer is indirectly a beneficiary under the policy 
where there is a possibility of the payment of the proceeds of 
the policy in satisfaction of a liability of the taxpayer. An 
individual taxpayer receives a direct benefit from a policy in¬ 
suring his own life, naming the creditor as beneficiary, in that 
the proceeds may be applied in satisfaction of a personal obli¬ 
gation. This is also true w’here the money is procured for 
present use in his business. 

As shown above, only one policy was assigned. In all of the 
others the beneficiary was changed and the taxpayer reserved 
the right in those policies to further change the beneficiary. 

However, whether or not the taxpayer reserved the right 
to change the beneficiary is immaterial and it has been so 
held in Klein v. Commissioner, 84 F. (2d) 310 (C. C. A. 7th). 
In that case the taxpayer assigned certain life insurance pol¬ 
icies to a bank, which, as trustee, was named as the bene¬ 
ficiary. to secure a loan of the taxpayer. The right to change 
the beneficiary was not reserved in the policies. Taxpayer 
paid the premiums on the assigned policies and sought to 
deduct the amount as a business expense. The court held that 
the deduction was excluded by Section 215 (a) (4) of the 
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Revenue Act of 1926, which is the same as Section 24 (a) of 
the Revenue Act of 1934, and that the failure to reserve the 
right to change the beneficiary did not affect the basic 
question. The court said (p. 311): 

Petitioner seeks to avoid the application of the 
Rieck Case, supra, on the ground that there the bene¬ 
ficiary was the taxpayer's estate and here it was a 
creditor. * * * 

***** 

Aside from the authorities which hold adversely to 
petitioner, we are unable to give to section 214 (a) (1), 
Revenue Act of 1926 (44 Stat. 26, 26 U. S. C. A. § 23 
and note) the construction for which petitioner con¬ 
tends in this case. * * * 

As to Section 215 (a) (4) the court said (pp. 311-312): 

Section 215 (a), 44 Stat. 28 (26 U. S. C. A. § 24 and 
note) deals directly with premiums paid on life insur¬ 
ance and should be read with section 214 (a). * * * 

***** 

This subsection specifically narrows the deductions 
in the way of premiums paid on life insurance. It 
excludes the premium paid by petitioner, for he was 
indirectly, if not directly, a beneficiary under said 
policy. 

In Rieck v. Heiner, 25 F. (2d) 453 (C. C. A. 3d), the tax¬ 
payer took out life insurance at the instance of a creditor to 
be used as collateral in securing a loan. The policy was on 
the life of the taxpayer and his estate was the named bene¬ 
ficiary. The policy was assigned to and held by the creditor. 
The taxpayer sought to deduct the premiums as a business 
expense. In denying the deduction the court said (pp. 454r- 
455): 

On the pleadings we accept as true the statement that 
the taxable took out the insurance on the insistence 
of a creditor to be used as collateral in securing a loan 
and in this way the insurance transaction had its rise 
in a business need. But the policy was on the life of the 
taxable and his estate was the named beneficiary. 
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Though assigned to and held by the creditor and for 
two years used as collateral security, it was, none the 
less, a policy in which the taxpayer was “directly or 
indirectly” a beneficiary, for if it had matured when 
held as collateral, and payment had been made to the 
creditor, it would indirectly have augmented his estate 
by decreasing his liabilities. Or if it had matured after 
it was returned to him by the creditor and payment 
had been made to the estate the taxable would have 
benefited directly. The inhibitions against deduction 
of premiums paid on a life insurance policy are directed 
against the diminution of income as a subject of taxa¬ 
tion which is not to be diminished by the uses to which 
a policy may be put, just as income from personally 
owned bonds is the subject of taxation and not de¬ 
ductible as a business expense when the bonds are used 
as collateral security in the course of business dealings. 
The deduction was properly disallowed and the 
additional taxes validly assessed. 

The Board has consistently ruled against the allowance of 
the claimed deduction to individuals in similar cases. 

Thus, in Parker v. Commissioner, 13 B. T. A. 115, the tax¬ 
payer had become so financially involved that bankruptcy 
proceedings were instituted by his creditors. By agreement 
with his creditors the taxpayer took out life insurance naming 
the creditors as the beneficiaries. The Board denied a 
deduction of the premium paid, saying (p. 116): 

We need not repeat the discussion in these cases to the 
effect that the beneficiary contemplated by section 
215 (a) (4) is not necessarily confined to the person 
named in the policy, but may include one whose inter¬ 
ests are indirectly favorably affected thereby. 

In the present case it does not appear from the al¬ 
leged facts that in no event would the petitioner benefit 
from the policy. "While this would depend upon the 
terms of the policy and also the agreement with the 
creditors, it may be supposed that if the policy survives 
the liquidation of the petitioner’s indebtedness it will 
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thereafter enure either directly or indirectly to his bene¬ 
fit. And if this be so, the Commissioner correctly held 
that during this taxable year the premium was paid 
upon a policy of which the petitioner was directly or 
indirectly the beneficiary. We can not conclude that 
the respondent was in error and that section 215 (a) (4) 
did not apply from the fact that the “creditors of the 
taxpayer were the beneficiaries of the policy” as alleged 
in the petition. 

In A T ussbaum v. Covimissioiier, 19 B. T. A. S68, insurance 
premiums, paid by one partner on a policy on his own life in 
which the other partner was named as beneficiary, were not 
allowed as deductions. The Board said (p. 871): 

While the exact meaning which may be given to the 
word “indirectly” in the above provision may not be 
self-evident, we think that the fact that Congress saw 
fit to use the words “directly or indirectly” evidences an 
intent to include within its provisions persons other 
than those commonly called beneficiaries within the 
narrow use of the term. * * * 

Taxpayer seeks to avoid the force of the above decisions by 
arguing (Br. 10, 11. 21) that the policies were “irrevocably 
assigned”. But there is nothing in the record, the findings of 
the Board (R. 10), or the stipulation of facts (R. 22) to war¬ 
rant the conclusion that the policies were “irrevocably” as¬ 
signed. As pointed out under Argument I, they were not so 
assigned. Only the policy to the bank was assigned and that 
assignment (R. 37) was in the usual form and reserves to the 
taxpayer any sum due under the policy in excess of the in¬ 
debtedness to the bank. 

Taxpayer argues (Br. 22-24) that because of the insolvency 
of the taxpayer in 1935 he could not benefit directly or indi¬ 
rectly from the policies of insurance. It is difficult to see what 
bearing the solvency or insolvency of the taxpayer in 1935 
has to do with the question of whether he is indirectly a bene¬ 
ficiary under the policies. 

Under Section 24 (a) (4) the question is whether the tax¬ 
payer is a beneficiary when the policies mature and when the 
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proceeds of the policies are paid. The situation is not viewed 
as of 1935 but at the time of taxpayer’s death. Will his estate 
be indirectly benefited at that time from the proceeds of the 
policies? 

But assuming that there is some pertinency in the taxpay¬ 
er’s financial status in 1935, there is no finding of insolvency 
by the Board and the statement of taxpayer’s financial condi¬ 
tion (Ex. I, R. 45) shows merely assets and liabilities 
of the taxpayer as of 1935. That statement does not prove 
insolvency. 

In the first place, insolvency of the taxpayer is not shown 
unless the debts which the taxpayer guaranteed are included in 
full among his liabilities. While it is recognized that such a 
guarantee created a contingent liability, the amount the tax¬ 
payer might ultimately be called upon to pay in satisfaction 
of his guaranty cannot be determined without a showing of 
the assets of the primary debtors available for the creditors’ 
claims at the time the policies mature. 

There is no showing of the value of the assets of the debtor 
mills at any time, nor does this record show that the mills 
would never be able to discharge their own debts in full or in 
part and thus relieve the taxpayer of his guarantee. The 
Board so found. (R. 11.) 

Furthermore, even if insolvency is admitted, the fact re¬ 
mains that the taxpayer or his estate will receive a direct 
benefit from the proceeds of the insurance policies since his 
liabilities will be reduced by the amount of such payments. 
Cf. Parker v. Commissioner, supra, where the taxpayer was 
insolvent. 

The policies in Klein v. Commissioner, 84 F. (2d) 310 
(C. C. A. 7th); Rieck v. Heiner, 25 F. (2d) 453 (C. C. A. 3d); 
Barron v. Commissioner, 14 B. T. A. 1022, were used as col¬ 
lateral by a primary debtor, while here they were used to sup¬ 
port his guarantee. Any fundamental difference between the 
two situations is not apparent. 

The cases of Omaha Elevator Co. v. Commissioner, 6 B. T. A. 
817, cited by the taxpayer (Br. 14, 18) and L. Hyman & Co., 
Inc. v. Commissioner, 21 B. T. A. 159, cited by the taxpayer 
(Br. 18, 19) do not help him. The Board so found. (R. 11.) 



14 


In the Omaha case the taxpayer corporation took out insur¬ 
ance policies on the lives of certain of its officers and em¬ 
ployees, naming itself as beneficiary in each policy, but by a 
separate contract with each officer and employee, agreed to 
pay over the proceeds to beneficiaries named by the insured 
if death occurred during employment, or, if the insured lived 
and continued in the service of the company for 20 years, to 
turn the policy over to him. The Board held the premiums 
were not deductible by the corporation as business expenses. 

In the Hyman & Co. case the deduction of premiums on 
policies of insurance on the lives of its officers and stock¬ 
holders was disallowed for failure to prove (1) actual pay¬ 
ment,, (2j) the amount of premiums and other compensation 
paid tstfcletermine the reasonableness, (3) that the premiums 
were in fact salaries rather than the distribution of profits, 
and (4) that wives of the officers were substituted as 
beneficiaries of the policies. 

The Board has consistently ruled that premiums are not 
deductible as business expenses when paid by corporations 
upon policies of insurance on the lives of officers and stock¬ 
holders taken out to secure loans to the corporation. Hewett 
Grain & Provision Co. v. Commissioner, 14 B. T. A. 281; Joy 
Floral Co. v. Commissioner, 7 B. T. A. S00; Williamson 
Veneer Co. v. Commissioner, 10 B. T. A. 1259. 

In view of the clear prohibition of Section 24 (a) (4) of 
the Revenue Act of 1934. the deduction of these premium 
payments should be denied. 

CONCLUSION 

The decision of the Board of Tax Appeals should be 
affirmed. 

Respectfully submitted. 

Samuel 0. Clark, Jr., 
Assistant Attorney General. 
Sew all Key, 

Newton K. Fox, 

Special Assistants to the Attorney General. 
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